Information exchange market and the performance of small businesses in Soweto by Musakanya, James Gabriel Ropafadzo
COPYRIGHT AND CITATION CONSIDERATIONS FOR THIS THESIS/ DISSERTATION 
o Attribution — You must give appropriate credit, provide a link to the license, and indicate if
changes were made. You may do so in any reasonable manner, but not in any way that
suggests the licensor endorses you or your use.
o NonCommercial — You may not use the material for commercial purposes.
o ShareAlike — If you remix, transform, or build upon the material, you must distribute your
contributions under the same license as the original.
How to cite this thesis 
Surname, Initial(s). (2012). Title of the thesis or dissertation (Doctoral Thesis / Master’s 
Dissertation). Johannesburg: University of Johannesburg. Available from: 
http://hdl.handle.net/102000/0002 (Accessed: 22 August 2017).    
 
 
 
 
INFORMATION EXCHANGE MARKET AND THE 
PERFORMANCE OF SMALL BUSINESSES IN SOWETO 
 
 
by 
 
JAMES GABRIEL ROPAFADZO MUSAKANYA 
(201013942) 
 
 
Submitted in fulfilment of the requirement for the degree  
 
Magister Commercii 
 
in 
LOCAL ECONOMIC DEVELOPMENT 
 
at the 
College of Business and Economics 
UNIVERSITY OF JOHANNESBURG 
 
 
Supervisor: Dr. B. Maphela 
 
 
2018 
 
                   
 
 
i 
 
 
DECLARATION 
 
I certify that the technical research report entitled INFORMATION EXCHANGE MARKET 
AND THE PERFORMANCE OF SMALL BUSINESSES IN SOWETO submitted by me for 
the degree Masters of Commerce (Local Economic Development) at the University of 
Johannesburg is my independent work and has not been submitted by me for a degree at 
another university. 
 
_______________________________ 
JAMES G.R. MUSAKANYA                                                              12 November 2018 
 
  
ii 
 
ABSTRACT 
 
Entrepreneurs and small enterprises are at the heart of growth and development in 
advanced and emerging global economies. However, a common issue is that they 
often have difficulty in communicating their enterprises’ value despite best efforts 
and practice to “signal” for mainstream finance. Subsequently, alternative financing 
mechanisms have been becoming more popular and successful globally. This is 
mainly because technological gains, have been prompting increased regulatory 
measures, such as contained in the US JOBS Act 2012 and the UK FCA 2014/13 
Crowdfunding and Promotion of Non-Readily Realisable Securities and the 
establishment of the South African Reserve Bank’s Fintech Unit. Recently, following 
a call for proposals, the Gauteng Provincial Government has sought to spearhead 
the establishment of an alternative financing platform, the Township Stock Exchange 
(TSE), for entrepreneurs, small businesses and emerging township enterprises in the 
Gauteng province of South Africa. To demystify the existing challenge this research 
study set out to develop an information exchange market for potential investment 
professionals to access township enterprise information and local economy business 
owners to signal for research on their companies by operating or simulating a 
Township Venture Research (TVR) online platform using small business information. 
 
Information Economics theory delves into the importance of information in the 
effective and efficient functioning of markets with key topics, such as adverse 
selection pioneered by Akerlof (1970), signalling by Spence (1973) and screening by 
Stiglitz (1975). Entrepreneurs and small enterprises often have to compete for a 
limited pool of finance and lack of a track record disenfranchises their opportunity to 
development finance. Better signalling and screening of local economy businesses 
would facilitate effective and fluid alternative markets that would have increased 
impact on meaningful growth and development in South Africa.  
Keywords: Information Economics, Information, Knowledge, Township Stock 
Exchange 
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1. INTRODUCTION 
 
The technical research project reviewed two important themes in the context of 
entrepreneurship in South Africa. The first one was the perceptual trends of 
entrepreneurship in a township setting such as Soweto, Johannesburg. The second 
one was the importance of information in opportunity discovery, growth and access 
to resources, especially finance, for township enterprises in Soweto. The research 
project focused on how members of the study perceived entrepreneurship or running 
a small business (perceptual variables) in Soweto, Johannesburg and their chances 
of future success or growth. The main part of the research incorporated enquiry into 
the expectations of economic role players (investment professionals), given 
information about these township enterprises has been catalogued on an online 
information exchange platform.  
 
1.1 Background 
 
Small businesses are increasingly faced with numerous challenges, which range 
from lack of access to finance, non-financial support and strategic information on 
their markets (Zaza, 2014). Information as a screening and signalling mechanism 
would work to identify and document local economy entrepreneurs and businesses 
with the ability and capacity to be stewards of financial and development capital. The 
local economy or township economy is a priority under the National Framework for 
Local Economic Development (LED) in South Africa and the topic of this research 
falls under its Enterprise Development and Support pillar (CoGTA, 2017).  
 
To accelerate efforts to have an inclusive economy, the Gauteng Provincial 
Government has established a Township Economic Revitalisation (TER) programme 
2014-2019. It is an initiative aimed at rethinking and reintegrating the township into 
mainstream economic activity mainly to enable previously marginalised communities 
to participate in the economics of South Africa (Gauteng Provincial Government, 
2016). The TER programme is made up of various components that address 
economic revitalisation, such as harnessing the power of social capital and solidarity 
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already existing in the townships through ventures such as spaza shops and rotating 
savings and credit organisations (also known as stokvels). The proposed 
establishment of a Township Stock Exchange (TSE) is one such feature that could 
be the buttress for the entire TER as it would provide for an alternative finance and 
capital market that would deliberately address financing and capitalisation in the 
township economy of Gauteng. 
 
For any market to function information on buyers, sellers, the product itself, other 
related products and the market environment is essential for participants to make 
equilibrating decisions (reaching consensus on what price to buy or sell what 
quantities of what goods or services) (Stiglitz, 2002). Therefore using that market 
rationale for any bourse (stock exchange) to work data and information is critical, as 
is the case with any market. Unlike public stock markets, such as the Johannesburg 
Stock Exchange (JSE), where listing companies are required by law to provide their 
trading information, the challenge with the TSE would be acquiring data and 
information of listing companies. These are private companies or entities that are not 
required by law to publicise their information.  
   
1.2 Context and Rationale  
 
South Africa is a young social constitutional democracy that has been revered as a 
model African economy around the world. The Constitution of the Republic of South 
Africa provides reference on the basic ideals that every person or entity ought to 
abide by as responsibilities and realise as their fundamental rights (Constitution 
South Africa, 1996). The structure of government enables devolution of powers and 
greater participation at the local level; the local meaning lower than national 
government either made up of regional or local territories, but it could also be a basic 
network of local communities (Leigh and Blakely, 2016).  
 
South Africa has made significant progress since the ushering in of the constitutional 
democracy. Opportunities, including growth, development and policies on improving 
the social ‘wage’ of the country’s poorest (Statistics South Africa, 2017), which has 
been the hallmark of the South African government’s interventionist approach for the 
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past two decades, easing the income dynamics in South Africa, illustrate this. The 
lacklustre progress in South Africa has been attributed to domestic and international 
economic factors, such as poor economic growth, rampant unemployment, 
inflationary pressure on the domestic economy and political factors, to mention the 
most pressing (Statistics South Africa, 2017).   
 
Emerging Broad Themes in South Africa 
 
Inequality continues to play a significant role in contributing to poverty levels in South 
Africa (NIDS 2016). 
 
Unemployment (expanded definition) is at 35% and youth unemployment of about 
67,4% (expanded definition) has been rampant in South Africa (Statistics South 
Africa, 2017). This creates an additional social risk. 
 
‘Missing middle class’ is a growing concept that sheds light on the fact that ‘poverty 
and inequality’ are a growing social risk. Many middle-class individuals and 
households (mostly in the townships) are not entirely an empowered middle class 
therefore are vulnerable and more prone to fall into the poor category. 
 
Provincial and local governments have an important role to play in South Africa’s 
development agenda especially considering the government’s commitment to grow 
enterprise activity as part of the National Development Plan (National Development 
Plan, 2012). Local and provincial governments are guided by broad objectives in the 
National Development Plan in order to create sustainable development programmes 
with the long-term view of impacting output and employment in South Africa. This 
would enable active local role-player participation in the growth and development of 
communities (National Development Plan, 2012:27), creating a virtuous cycle of 
development which involves enabling opportunities, poverty reduction, community 
development and increased living standards. The National Local Economic 
Development framework is consistent with the NDP, in pursuit of creating innovation-
driven local economies which are underpinned by innovation, inclusivity and 
maximising local opportunities (CoGTA, 2017:16).  
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1.3 Policy Delineation Summary 
 
Aligning the political economy, political will (at national level) is an encapsulation of 
the Medium Term Strategic Framework (MTSF). The MTSF is a tool of national 
government promulgated to ensure government-wide objectives are being achieved 
(DPME, 2018). 
 
Broad national objectives, especially the National Development Plan, cascade into 
provincial development plans and, in the case of this technical research report, the 
Gauteng Province’s Transformation, Modernisation and Reindustrialisation (TMR) 
programme. 
 
Figure 1.1  Policy Delineation 
 
 
Source: Authors compilation 2018 
 
The significance of the Township Economic Revitalisation (TER) programme of the 
TMR strategy focuses on township development. Townships inform considerations 
concerning people development in South Africa (especially owing to pre-1994 
constitutional democracy dynamics). The TER is a deliberate measure that 
National Development Plan, Budgetary Support - Medium 
Term Strategic Framework (MTSF). 
Gauteng Province, 
Transformation, Modernisation and 
Reindustrialisation (TMR) Strategic Pillars 
Township Economic Revitalisation 
(TER) Strategic Focus 
TOWNSHIP STOCK 
EXCHANGE 
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specifically focuses on townships in the Gauteng province, their spatial 
redevelopment, access to infrastructure and promotion of access to markets. 
 
The Township Stock Exchange is a proposition within the TER programme and is an 
initiative that should serve as special deliberate promotion of access to financial 
markets for the benefit of township enterprises. The promotion of markets is better 
understood by township economic role-players; who are also community members of 
those townships (Percy, Swersky, Hull and Medley-Hallan, 2015:11). 
 
1.4 Rationale for Using Soweto, Johannesburg 
 
There are growing research opportunities in crystallising the role of entrepreneurship 
across the spectrum, in developing South Africa (Bunton, Ahlstrom and Si, 2014). A 
key broad policy compass is the National Development Plan (NDP) that 
encapsulates the macro-socioeconomic objectives of developing in South Africa. 
Johannesburg is the economic hub of South Africa and is home to a diverse 
multitude of people from other provinces in South Africa and from other African and 
Non-African countries. The economic maturity of Johannesburg serves as a key 
economic and financial centre for Africa, illustrating the city’s importance and 
significance on the continent (Yeandle, 2018). 
 
Despite the major economic role Johannesburg has and plays in South Africa and 
Africa at large, there are various economic development objectives that the city (and 
the country as a whole) needs to achieve. Creating impactful and meaningful 
employment and sustainable economic growth is a major economic objective. To 
achieve this, harnessing entrepreneurship and small business has been earmarked 
as starting point, since it contributes close to 45% of the GDP and makes up a 
sizeable portion of the labour force in South Africa (Luiz, 2011: 2-5).  
 
Despite the contribution that small businesses make in South Africa, the researcher 
is of the view that it cannot be ignored that they are facing various challenges, some 
endogenous and some exogenous. Taking into account the historical background of 
the country, it is difficult to ignore the sensitive challenges upcoming entrepreneurs 
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face, such as the limited access to finance, and lack of knowledge and information. 
To accelerate efforts to achieve an inclusive economy and to obtain alternative 
financing opportunities for upcoming entrepreneurs, startups and small businesses in 
Gauteng, the Gauteng Provincial Government has set out to create a Township 
Stock Exchange (TSE). This is one the critical reasons why the research under 
review focused on Soweto, a township in Johannesburg. 
 
1.5  Problem Statement  
 
The problem is that there is no information on or information platform for township 
enterprises to serve as a signalling mechanism to implement the TSE where local 
economy investors could participate in its financial instruments as an alternative 
means of raising capital for small business. 
 
1.6  Aim of Study  
 
To demystify the existing challenges the research study aimed to develop an 
information exchange market for potential investment professionals to access 
township enterprise information and for local economy business owners to signal for 
research on their companies by operating or simulating a Township Venture 
Research (TVR) online platform using small business information.  
 
1.7  Research Objectives and Questions 
 
The study objectives were as follows: 
 To collect, arrange information of township businesses onto a TVR online 
platform serving as an information access point for investment 
professionals. 
 To establish the sector categories of township business for investment 
professionals to signal back interest by their use of the TVR online 
platform. 
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 To ascertain the investable value of township business based on the 
considerations by investment professionals using the information provided 
on the TVR online platform. 
 Establish the investment professionals perceptions towards township 
business information provided on the TVR online platform. 
The research questions were as follows: 
 Which township businesses, business sectors or business owners/founders 
listed on the Township Venture Research online platform? 
 What sector categories do investment professionals have interest in based 
on the information presented on the Township Venture Research online 
platform? 
 What type of township businesses do investment professionals think are 
investable given the information presented on the Township Venture 
Research online platform? 
 What are the perceptions of investment professionals towards the township 
business presented on the Township Venture Research online platform. 
 
1.8 Literature Review 
 
The literature review builds on the definition of Local Economic Development (LED) 
providing foundation for the introduction of Entrepreneurship and Economic 
Development theory.  The importance of economic development in South Africa is 
enshrined in the key growth and development policy: the National Development 
Plan, which provides critical impetus into the technical report. Local Economic 
Development role players are empowered to harness local potential in order to 
enable LED through community initiatives, service delivery and enterprise 
development. For the purposes of this research the following concepts were defined: 
 
1.8.1 Entrepreneurs vis-à-vis Small Business concepts working definitions 
 
There are technical distinctions between Entrepreneurs and Small Business Owners; 
entrepreneurs are involved in startups and small business owners in small 
businesses (Smith & Chimucheka, 2014). Some sectors of the body of knowledge 
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justify the distinction by indicating the orientation of activities, highlighting that 
entrepreneurs work on novel innovations, while business owners continue with 
already tested concepts (Smith & Chimucheka, 2014). 
For purposes of the technical research report the following terms were used 
interchangeably:  
 entrepreneur and small business owner;  
 startup and small business; 
 small enterprise and small business; and 
 small medium enterprise (SME) and small business. 
 
The rationale behind the technical reports’ assertion was that all the entities 
mentioned above could be categorised below a general higher tier criteria, which 
could be number of employees, revenue per annum and capital assets per annum. 
The ‘Small Business’ definition was promulgated in the National Small Business Act 
1996 according to number of employers (fewer than 200) or turnover per annum 
(less than ZAR64 million) and operating net assets (less than ZAR10 million). South 
Africa’s largest global trading partners’ definition of small business or small 
enterprise SME is depicted comparatively in Table 1.1 below: 
 
Table 1.1  South African Trading Partners SME definition 
 
Country 
Revenue per 
annum (in 
Rands) 
Balance Sheet 
per annum (in 
Rands) 
Number of 
Employees 
China < 60 million* < 800 million* < 500 
European Union (EU)/ 
Organisation for Economic 
Co-operation and 
Development (OECD) 
 
< 809 million* 
 
< 696 million* 
 
< 250 
South Africa < 64 million < 10 million < 200 
United Kingdom (UK) < 447 million* < 223 million* < 250 
United States (US) < 1.38 billion* < 34.7 million* < 500 
*Exchange Rate ZAR conversions using November 2018 prevailing rates 
Source: Author’s compilation 2018, Google (2018) 
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The table illustrates the fact that despite the technical definition of entrepreneur or 
small business owner the entity will fall within a given category of SME. Generally 
OECD countries have higher tier values for SME definitions because they are 
developed countries. Emerging market countries such as China and South Africa 
have lower tier definitions of SME. Despite exchange rate differences the definition 
more of less applies, except for balance sheet thresholds. 
 
1.8.2 Information and information exchange market working definitions 
 
Information is defined as communication or reception of knowledge or intelligence 
(Merriam-Webster, 2018). This can be done through various mediums of 
communication and reception (i.e. radio wave technology, and technological devices 
such as computers, mobile phones and satellites). 
 
An information exchange system for the purposes of this study represents a system 
of persons or actors communicating or receiving knowledge or intelligence about a 
specific activity or activities. In the case of this technical report the Entrepreneurship-
Information-Alternative Finance ecosystem is the subject. 
 
1.9 Research Design and Methodology 
 
This study utilised an exploratory design of small businesses based in selected 
areas of Soweto, Johannesburg. In this research study quantitative exploratory 
research methodology was applied using two questionnaires, the data required for 
analysis was collected from Questionnaire B. One questionnaire (Questionnaire A) 
was distributed to a list of selected owner / manager participants of identified 12 
emerging township enterprises. The responses from Questionnaire A were treated 
and uploaded as private equity/crowdfunded listings on an online domain 
www.townshipventures.africa. The second questionnaire (Questionnaire B) surveyed 
expectations of investment professionals regarding a township equity crowdfunded 
market. Professionals (n=77) from the various professional bodies and societies in 
South Africa were randomly targeted.  
 13 
 
 
Questionnaire A surveyed the owners or key decision-makers involved in small 
businesses or startups or similar entities based in selected areas of Soweto. These 
small businesses should have been trading for more than six months or had revenue 
per annum within the R1 000> or had a gross asset value of R1 000. The subjects 
excluded from the study were those owners or key decision-makers of small 
businesses involved in mainstream franchised businesses or unlawful activities. 
Questionnaire B surveyed the owners or key decision makers or professional staff in 
the mainstream or alternative financial investment entities with small business 
customers in townships or with related experience.  
 
The data were collected using online and paperback questionnaires. Questionnaire 
A was used to build profiles onto the online platform www.townshipventures.africa. 
Questionnaire B was to survey the investment professionals, the data collected from 
it would be used for the bulk of the analysis. The data were analysed with the 
assistance of Statistical Consultation at the University of Johannesburg using IBM 
SPSS software. 
 
1.10 Ethical Implications 
 
As guided by the University of Johannesburg Code of Academic and Research 
Ethics and the laws governing the access to information of South Africa the 
researcher ensured the following: 
- Ethical clearance correspondence was cited in the researcher’s 
communication with stakeholders. 
- All questionnaires were administered with the pre-approval of the respondents 
involved and guided by the applicable regulations and laws. 
- All information, including contact details with the pre-approval of the 
respondent involved, was stored securely on a trusted platform. 
- All information and data were handled by the researcher and the approved 
parties, according to the Code of Academic and Research Ethics.  
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1.11 Section Outline 
 
Section 1 introduces the research study providing context for and background of the 
perceptual trends in entrepreneurship and the importance of information in 
opportunity discovery, growth and access to resources in South Africa. Section 2 
reviews the literature of the nascent entrepreneur, information economics and 
alternative finance markets. The importance of the nascent entrepreneur as a factor 
resource and the critical role information plays as signalling and screening 
mechanism are underlined. Section 3 outlines the research methodology of the 
study, which follows an exploratory design. Section 4 discusses the information 
platform small business profile. Section 5 outlines and discusses the findings from 
the data-gathering and data analysis. Section 6 concludes and gives 
recommendations for further research, including possible policy considerations. 
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2  LITERATURE REVIEW 
 
2.1 Introduction  
 
Local Economic Development (LED) is a niche branch of economics that focuses on 
specific local community development issues. The LED practice is cited to have 
existed for a number of years and is particularly relevant to the local community in a 
changing global society (UN Habitat, 2009). The LED approach presents a bottom-
up approach where citizens have to craft and implement solutions that have a direct 
bearing on the local community or the local socioeconomy. Leigh and Blakely (2016) 
refer to the local economic development discussion being enduring and elusive, 
were principally local communities (urban, rural and regional municipal areas) have 
the scope to influence their social and economic affairs. 
 
For LED to be possible a multistakeholder process involving various spheres of local 
society is required to enable LED. UN Habitat (2009) explains that an enabling and 
effective LED process needs local leadership, inclusive participation and a value-
driven approach. The changing global environment continues to have an impact on 
national economies, hence a good understanding of ‘local’ in the LED context is 
beneficial in leveraging opportunities and averting threats (Leigh and Blakely, 2016). 
Local refers to a specific place that is part of a bigger whole or a sub-area of another 
larger area. 
 
Over the past 20 years the impact of the globalising world on the national economy 
has been extensive – in some respects, surprisingly positive.  There has been a 
remarkable adaptation by organisations, transitioning from entities relying on 
‘national being’ to ones that have defined their role in the ‘locale’, mainly motivated 
by existing local specific economies – of – scale. In the local economic development 
context this has sparked further conversation regarding the ‘city state’ versus ‘the 
nation state’ (Bershidsky, 2017). The city state versus the nation state debate can be 
set aside for a completely separate essay, however the insights drawn relate to the 
power of local economic development and its far-reaching impact on value creation 
at a micro level (Bershidsky, 2017). 
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2.2 Glocal Concept 
 
Local communities have taken centre stage by participating as ‘city states’ in 
development and growth, offering jurisdiction for internationally traded products 
leading to ‘glocal’ value chains. Glocal means the interlinkage of global (global 
strategy) and local issues or activities (locally executed) (Dumitrescu and Vinerean, 
2010).  
 
Favourable local economic development strategies have the power to enable the 
transcendence of locales. Cambridge Dictionary (2018) defines a locale as an area 
or a place especially one where something special happens. The researcher would 
therefore describe places like Silicon Valley (technology hubs around San Jose), 
New York (finance hub), and London (finance and technology hub) as locales. Such 
cities could be acknowledged as regions. Local hubs within city regions create an 
ecosystem for growing global value chains and have been the bedrock of emerging 
innovative companies that have a global presence.  
 
A good understanding of local economic development has the ability to enable role 
players to draw from local specific economic benefits (Walcott, 1999: 662) (Pike, 
Tomaney & Rodriguez-Pose, 2006:159-174). Enterprises will leverage from 
infrastructure development, knowledge creation and locally based government 
investment incentives. Competitive LED strategies enhance productivity and enable 
skills transfer in the production of goods and services (Pike et al, 2006:110). Local 
specific value chains contribute as arteries to trade and commerce enabling globally 
competitive industries to continue existing (Porter, 2000:250-254). 
 
The involvement of the ‘nation state’ has been ideally to create an enabling 
environment and to ensure that there is basic infrastructure development across the 
divide (Leigh and Blakely, 2016:56). The tug-of-ideals on whether classically the 
‘nation state’ should play a minimal role by providing the enabling environment only 
or the interventionist state has not spared local authorities from the diminishing role 
of state assistance in local economics (Leigh and Blakely, 2016:56). Local 
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communities have to employ innovative ways to create vibrant local economies in 
order to wean from central government funding. One of the illustrious examples of a 
local economy (or local municipality) that managed to turnaround from dire fortunes 
to a more self-sustaining fiscus is Indianapolis, a metropolitan municipality based in 
Indiana, United States. Indianapolis capitalised on core civic sports resources 
(Walcott, 1999: 662), creating a global value chain that saw the development of 
sports infrastructure into business enterprise. This strategy created employment 
through sporting value chains and tourism (McBride, 2014). Walcott (1999:663) 
highlights the key emphasis on local economic development players (“powerful 
actors”) that craft and steer economic growth activities (“global capitalism”) beyond 
obvious environmental constraints (“national fiscal tapering”) (Leigh and Blakely, 
2016:56). 
 
2.3 Emerging Business 
 
As the world has become a global village, the effects of globalisation have been a 
source of new opportunities and also a cause for interconnected risk (WEF, 2018). 
Interconnected global risks have increased the likelihood of local economic shocks 
such as plant closures, growing unemployment, increased crime and a tearing social 
fabric (WEF, 2018:6-19). New and growing enterprises, small business, are not 
exempt from these changing patterns (Verbano & Venturini, 2013:187). It is 
important for economic role players, especially at local economic development level, 
to understand the prevailing interconnected environment (Pike et al, 2006:160). The 
interconnected risk factors that have a larger impact on small business are mainly 
bearing from concentrated value, the new economy and the changing socio-
economic environment (WEF, 2018). 
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Figure 2.1  Emerging themes and interconnected risk factors affecting small 
business 
 
Source: Author’s compilation adapted from WEF (2018).  
 
Concentrated value (or value concentration) can be defined as the lack of diversified 
or diversification when deciding on economic activities leading to potential 
vulnerabilities (FINRA, 2018). Comparatively that is the equivalent of having a piece 
of land and planting one type of crop for over 10 years without crop rotating for 
purposes of nutritional growth and soil rejuvenation which leaves the crop 
susceptible to pests, which is a bad investment (Farmer’s Weekly, 2012). 
Concentrated value often leads to reduced economic activity and speculation in non-
productive assets. Value concentration can be traced through the development of 
the traditional firms and the evolution of accounting practices (Macve, 2015:126-
127). Concentrated value affects the small enterprise by crowding-out of assets 
taken to mean the failure of the allocative function of a financial mechanism, an 
effect witnessed with US banks in the 2008/2009 financial crisis (Zaza, 2014).  
 
The New Economy is a term that was dubbed to represent the emerging activities 
and ideas especially those that rose after the dotcom era (Eccles, Herz, Keegan and 
Phillips, 2002: 37-59). The changes in the operating environment have created new 
enterprises that are technological pioneers, disrupting industries, especially in the 
area of sustainability. The ability to identify and measure new economy metrics 
Concetrated Value 
•  Failure of financial mechanisms  
•  Financial Crisis 
New Economy metrics 
•  Failure to adapt to climate change. 
•  Adverse consequences of technological advances. 
 
Changing socio-economic environment 
•  Failure of governance. 
•  Urban planning bottlenecks and critical infrastructure challenges. 
•  Adverse consequences of technological advances 
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enables financiers to facilitate development finance for emerging enterprises in the 
New Economy (Eccles et al, 2002: 37 – 59). Furthermore if a balanced socio-
economic benefit matrix can be created while identifying investments from new 
economy companies that have an impact on sustainability, this has the ability to spur 
employment through new economy jobs (Eccles et al, 2002:37 – 59). 
 
The local enterprise often faces challenges with respect to lacking enabling 
infrastructure, poor planning on how to streamline local economic activities and 
adverse technological disruptions (Shannon, 2018:10). More often governance risks 
are significant in the local socio-economic landscape on the part of local authorities 
adapting to the arising needs of local enterprise role players within a changing socio-
economic environment (Shannon, 2018:18). In the case of this technical report the 
local governments are often faced with serious tradeoffs between the ordinary 
business of the locale, for example when it comes to creating special by-laws that 
enable the fast-tracking of applications to suitable zoning of value adding 
enterprises, especially considering a history of disenfranchisement in South Africa 
(Gauteng Provincial Government, 2016). 
 
2.4 Importance of Small Business 
 
Small businesses are important to the global economy because they provide for 
more than 50 percent of global economy employment (World Bank, 2016). This 
technical report has a particular focus on small and emerging business because of 
entrepreneurial action and its impact on economic development (Leigh & Blakely, 
2016:89). In the formative stage of a general policy programme, which motivated this 
technical report, entrepreneurlism forms the bedrock of the theory and analysis. The 
terms entrepreneur and small business owner are used interchangeably and refer to 
the key persons of small enterprises, small business or startups that have been in 
existence for more than six months, with revenue or gross asset values per annum 
above R1 000>. For purposes of this report small business, small enterprises and 
startup enterprise are used interchangeably to describe the dynamics around 
entrepreneurship. The reasoning is these small entities, although they could be 
defined differently technically, resort under the formative definition of a small and 
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medium enterprise (SME) by number of employees or revenue and gross assets per 
annum. 
 
The concept of a startup or a small business is quite elusive, some have negative 
perceptions about it because the startup process might negatively impact on families 
(Schindehutte, Morris & Brennan, 2003) and some have positive perceptions 
because of the potential wealth and success it brings (Luiz & Marrioti, 2011). A 
startup or small business can be run by an individual or individuals who have 
conceptualised an idea and turned it into a business (Davidsson, 2006). It can be a 
simple functional existing or a  revolutionary idea (Acs & Szerb, 2007). The individual 
or group of individuals are called entrepreneur(s). The body of knowledge uses the 
term nascent entrepreneur to define the entrepreneur who is in the startup phases 
and is in the process of implementing their business idea (Davidsson, 2006; Arenius 
& Minniti, 2005; and Wennekers, Wennekers, Thurik & Reynolds, 2005). 
 
The literature dealing with the nascent entrepreneur holds a particular importance, 
unlike the linear and hindsight research that only factors entrepreneurs when they 
are already successful. The knowledge of nascent entrepreneurs builds a framework 
into propensities and motivations of entrepreneurs. The contributions by nascent 
entrepreneurship have already established a U-shaped relationship existing between 
entrepreneurship and economic development following some conventional economic 
wisdom (Wennekers et al, 2005).  
 
From the literature there are two main views that cover the entrepreneur from a 
retrospective viewpoint, mainly encapsulated in the Panel Study of Entrepreneurial 
Dynamics (PSED) and from a prospective point which is surveyed by the Global 
Entrepreneurship Monitor (GEM) (Davidsson, 2006:9). The PSED uses random 
sampling of nascent entrepreneurs who are active in business and those who are 
seeking to start a business. The GEM model looks at the contribution of nascent 
entrepreneurs to economic development. Davidsson (2006) seeks to overcome 
under-coverage of startup businesses in the industry, selection bias and hindsight 
bias. Davidsson (2006) builds into the process of tangible action and the dichotomy 
of continuous evaluation, which is mainly represented by financial performance and 
growth. This resonates with the issues of the propensity of prospective nascent 
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entrepreneurs taking action and contributing to total entrepreneurial activity (Smith 
and Chimucheka, 2014). 
 
Abor and Quartey (2010) define the small business based on the National Small 
Business Amendment Act 26 06 2003 South Africa according to number of 
employers (fewer than 200) or turnover per annum (less than ZAR64 million) and 
operating net assets (less than ZAR10 million). The European Commission definition 
of a SME is fewer than 250 employees, with turnover less than €50 million (ZAR809 
million) and net assets €43 million (ZAR696 million) The small business sector is of 
key importance for South Africa, to achieve economic growth and development 
targets as enshrined in the NDP, Entrepreneurship in South Africa has not fared 
pretty well, and this stymies the achievement of NDP targets (Luiz and Marrioti, 
2011). The youth entrepreneurial intention is low in South Africa according to (Fatoki 
and Chindoga, 2011).  
 
Despite efforts to engage informal financing mechanisms such as microcredit 
(Baumann, 2004; Hietalahti & Linden, 2006), South African prospective nascent 
entrepreneurs are generally of the view that access to capital and, secondly, access 
to information is a major impediment to successful entrepreneurship (Gwija, Chuks &  
Chux, 2014). From extensive studies in South Africa the reasons for such low 
entrepreneurship has little to do with financial capital (Herrington, Kew, Kew & 
Monitor, 2010) (Wennekers et al., 2005) and more with entrepreneurial orientation 
(Krauss, Frese, Friedrich & Unger, 2005) and the novelty of nascent entrepreneurial 
ventures. Mbonyane and Ladzani (2011) highlight some small businesses lack in the 
ability to implement a competitive pricing strategy. Gwija et al (2014) suggest more 
support mechanisms to improve knowledge, but Herrington, et al (2010) report that 
some support mechanisms, especially the government-owned ones are being run by 
incompetent political appointees or officers who have no idea of the nascent 
entrepreneur or startup process. Magruder (2012) highlights labour regulations as 
another impediment to growth of small enterprises in South Africa, citing the 
dynamics of unionised labour and central bargaining. 
 
Women entrepreneurs are steadily rising across the globe. Countries such as 
Germany have made a concerted effort in ensuring policy space for the significant 
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promotion of women enterprises (Welter, 2004). The MasterCard Index on Women 
Entrepreneurs (MIWE) ranks women entrepreneurship across the globe. The South 
African MIWE is a relatively good placing the country at 22nd position. However, 
despite a good MIWE score, the share of women business owners is at a very 
disappointing 18% compared to African counterpart Ghana at 46,4% (MasterCard, 
2018). On the contrary (Schindehutte, Morris & Brennan, 2003) seem to note that 
family members are of the view that mothers in entrepreneurship impact the 
development of children somewhat adversely. The barriers that come with 
entrepreneurship, in addition to women in entrepreneurship, make it increasingly 
difficult to maintain (Welter, 2004). 
 
Van Stel, Carree and Thurik (2005) shed some interesting light on who benefits more 
from entrepreneurship. GEM data actually supports this claim that poorer countries 
seem not to be yielding much more benefit than developed countries although 
entrepreneurship is an essential aspect of their growth. Acs and Szerb (2007:1) also 
agree with the fact that entrepreneurship has impacted positively on developed 
nations rather than developing nations, mainly attributed to the growing appreciation 
of their importance and ability to created radical innovations. Zaza (2014) reports on 
the impact of once small businesses that grew to become emerging companies have 
made on US employment (Kenney, Patton & Ritter, 2012). 
 
Even more interesting, various authors (Edelman, Brush, & Greene, 2010) used 
PSED data to get into the motivations of nascent entrepreneurs. They highlight from 
their study, black entrepreneurs have a higher propensity to be entrepreneurs than 
their white counterparts but the latter is more likely to be more successful. This is not 
far removed from the truth here in South Africa, according to research done by Luiz 
and Marrioti (2011). On the other hand, African immigrants are contributing to 
entrepreneurship propensity in South Africa, chiefly motivated by lack of job 
opportunities. This type of entrepreneurship is called necessity entrepreneurship 
(Khosa & Kalitanyi, 2015.). The converse is opportunity entrepreneurship 
(Davidsson, 2006) where a person takes advantage of a particular market gap. 
 
Small businesses are often created as a form of livelihood and economic 
participation in an economy making up more than half of the economic activity in a 
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modern economy (Zaza, 2014). They are increasingly faced with numerous 
challenges which range from lack of access to finance, non-financial support to 
strategic information on their markets. According to research done by various small 
business interest groups in South Africa such, as the National Small Business 
Chamber, the access to information and finance has been highlighted as major 
issues encumbering these enterprises.  
 
Engaging in entrepreneurship is mostly seen in a positive light, as those who engage 
in it are seen as beacons of hope and illustrious individuals (Luiz & Marrioti, 2011). 
Social capital is important (Liao & Welsch, 2003; Stuart & Sorenson, 2005) in 
mobilising information and financial resources. Information is an important signalling 
and screening mechanism (Spense, 1973; Stiglitz, 1975) the more stakeholders get 
to know about the diverse entrepreneurial intentions, the more social capital 
amassed and potential financial investor captured. Larger firms go on roadshows to 
entice investors to buy their shares towards an initial public offering (IPO) to raise 
capital. Start-ups and small businesses are equally worthy in their innovation and 
ability and should have increased scope and ability to raise critical development 
finance.   
 
2.5  Importance of Entrepreneurship in LED Context as Developmental 
and NDP Goal  
 
LED is a niche branch of economic development which would primarily be referred to 
simply as wealth creation (Nel & Rogerson, 2007; Leigh & Blakely, 2016:73). 
Throughout the earlier discussions the emphasis on ‘local’ enabled the introduction 
of some phenomenal trends, especially glocalisation and the rise of the city state. 
Leigh and Blakely in the fourth edition of Planning local economic development: 
Theory and practice (2016:75) incorporate a three-part definition of LED which 
accentuates the importance of sustainability in modern economic development 
against the backdrop of issues such as technology-led jobless growth among others. 
LED involves (i) establishing an adaptable minimum standard of living; (ii), reduction 
of inequality and (iii) promoting sustainable use of means of production and 
resources. 
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The LED field is evolving and this technical report submits it is not new, mainly 
because of the documented examples of locales that realised and employed their 
endowed resources effectively or efficiently (Nel & Rogerson, 2007) thereby creating 
socio-economic benefits. Economic development theory forms the fundamental 
building blocks of LED. This technical report focuses on entrepreneurship and 
related theories of growth and development. Information Economics literature is 
reviewed to bolster the informational aspects involved in this technical report. 
Entrepreneurlism theories are discussed, blended with development policy with 
some key scenarios and how information plays a role in markets. 
 
Economists are informed and guided by a number of theories and models that 
explain economic growth and development. The following table – adapted and 
summarised from Leigh and Blakely (2016:77-79) – presents a comprehensive 
summary of the application of economic development theories in the LED context: 
 
Table 2.1  Focus of Economic Growth and Development Theories 
THEORY ESSENTIAL FOCUS 
Economic Base Theory Theory of regional development which explains the 
unique levels of economic development across 
regions. 
Entrepreneurship/ Entrepreneurlism 
Theories 
Focused on the entrepreneur(s) as an organiser, 
entrepreneurial orientation, innovation propensity, 
sector disruption and risk-reward activities. 
Creating, maintaining and evolving ecosystems for 
development. 
Flexible Specialisation Theories  Entails the methods of production and organising 
the firm. 
Growth Pole Theory Accentuates that growth takes place uniquely in 
centres that have enabling attributes and not 
uniformly across the region because of differences 
in the stated enabling attributes. 
Interregional Trade Theory Trade theory looking at export and import 
decisions. The decisions to export informed by 
abundant resources vis-à-vis decisions to import 
informed by more rare resources. 
Lewis Dual Sector Model Explains the dynamics of labour mobility across 
sectors and the promotion of productivity. 
Neoclassical Growth Theories Macroeconomic theory that tables three factor 
combinations necessary for economic growth; the 
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mix of labour, capital and technology. Higher 
savings rates are essential for capital formation 
growth. 
Product Cycle Theory The evolution of production from a specific point of 
origin to various epicentres of development, 
demonstrating dynamic comparative advantage. 
Staple Theory Theory that fundamentalises that the key to 
economic growth is set by export performance of 
staples (traditional products/commodities). 
Source: Author’s compilation 2018 adapted from Leigh and Blakely (2016:77-79) 
 
The National Development Plan (NDP) is the prevailing economic development 
blueprint of South Africa (National Development Plan, 2012). The NDP informs all 
other economic development policies in South Africa and it has been formulated in a 
continuous nature from previous policy, with a lifecycle to 2030, for all levels of state 
and institutional partners in South Africa. The NDP alludes in its action items to 
ensuring job creation is promoted in places where people live, to promote 
employment creation (National Development Plan, 2012:28). 
 
The technical research project has identified the similarity between an active 
provincial policy strategy, the Township Economic Revitalisation (TER) of Gauteng, 
South Africa and the Jumpstart Our Business Startups (JOBS) Act of the United 
States (US). The policies are similar because they aim to create economic activity in 
previously marginalised markets and do so through facilitating alternative finance 
mechanisms in the lower tier of the macroeconomy. In the context of the National 
Local Economic Development Framework, which is also informed by the NDP, this 
technical report falls under its Enterprise Development and Support pillar (CoGTA, 
2017). There are various sub-operative policies that cascade from national policy on 
economic growth and development.  
 
Economic development policy formulations involve wisdom and insight from various 
sectors and not just from economics (Leigh and Blakely, 2016: 92 – 93). Various 
entrepreneurialism and economic development theories are discussed to accentuate 
the importance of entrepreneurship and enterprise development. 
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The township market has long been idling in the periphery and with budding 
initiatives from community entrepreneurs and innovators that lack alternative 
enterprise support, i.e. financial and non-financial support (Gauteng Provincial 
Government, 2016). This can be likened to the emerging entrepreneur market, 
comprising of growing small enterprises that require development finance, which 
evolved in the US and most developed countries (Zaza, 2014). Such growth 
prompted the promulgation of equity crowdfunding legislation in the US called the 
JOBS Act 2012 and the United Kingdom (UK) Financial Conduct Authority 
Instrument on Crowdfunding 2014.  
 
Lower tier communities such as townships can be surveyed for their unique 
economic benefits presenting alternative economic rewards (which are potentially 
scalable and high growth). A bi-directional information gap (Mabuza, 2016) results in 
market neglect and understatement by economic roles players (Leigh & Blakely, 
2016:90). Unique local strategies on value unlocking and sustainability can be 
crafted by LED practitioners, entrepreneurs and economic role players.  
 
The New Market model promotes periphery areas as potential zones for opportunity 
and special economic development. Despite critiques into the New Market model, 
inspiring model examples can be drawn from Asian cities within the Alpha and 
Gamma global city rankings that implemented economic turnaround based on new 
markets model, i.e. Bangkok, Thailand with Tourism Economy (Global Cities Index, 
2018). 
 
An active, skillful and professional local authority will ensure that public-private 
partnerships with entrepreneurs are promoted. The NDP also highlights the 
importance of professionalising local public service in the critical action items 
(National Development Plan, 2012:28). The Transformation, Modernisation and Re-
industrialisation (TMR) mandate of Gauteng province (South Africa) is the primary 
policy that informs the TER and seeks to create an active provincial government 
which co-partners in leading local economic development. Creating and promoting 
an enabling environment for enterprise development and support (CoGTA, 2017) is 
consistent with the Attraction Model (Leigh & Blakely, 2016:89). Local economies 
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have to constantly and consistently market their local destination as friendly to 
economic role players, especially innovators and entrepreneurs. 
 
The TER strategy supports the Gauteng Provincial Government’s intention to 
facilitate the creation of a Township Stock Exchange (TSE) (Gauteng Provincial 
Government, 2016). The TER acknowledges the establishment of a network-based 
growth to be employed within the Gauteng City Region; were spatial economies like 
knowledge, technology and infrastructure should be developed (Huggins and 
Thompson, 2015:108). The local entrepreneurship ecosystem should attract and 
crowd-in local knowledge to ensure that innovative and creative products are 
pioneered. The locale in this case competes for knowledge talent that improves the 
network capacity and quality of human capital despite proximity from other inputs 
(Leigh & Blakely, 2016:94). Information gaps (Mabuza, 2016) need to be filled by 
market role players who can price-in information collection efforts (Aparicio, Urbano 
& Audretsch, 2016: 35). 
 
In the Leibenstein View entrepreneurs should fuse input resources either by creating 
novel combinations or innovatively rearranging traditional combinations. Information 
and knowledge play a critical role in the ability to efficiently maximise on planning, 
organisation, lead and control. 
 
Hayek notes entrepreneurial competition is essential for the process of discovering  
niche market characteristics which are mostly local, enabling the assumption of 
varying information sets (in Smith & Chimucheka, 2014:165). Parallel to 
entrepreneurial action creating information, Kirznerian entrepreneurs also need 
information for them to fill market gaps by product/service innovation (Smith & 
Chimucheka, 2014:165). Information theory relates to price and non-price events as 
critical information; in which optimal decisions can be made (Evonomics, 2018). 
 
Following Schumpeter, the entrepreneur in the creative process disrupts the normal 
by introducing innovative ways of production (in Smith & Chimucheka, 2014:166). 
Consistent with the new view on the business and economic base, entrepreneurs 
through the creative process expand the economy (Leigh & Blakely, 2016:94). This 
creative process results in efficient production methods; new quality products; 
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creation of new markets; curating alternative cost efficient inputs and rearranging 
market structures. 
 
The responsibility of delivering local economic development is a multistakeholder 
matter that includes the collaborative input from all entities. The entrepreneur as a 
role player has to participate in a networked organisation in order to crowd-in the 
economic benefits from community based resources (Huggins & Thompson 
2015:108). The TER strategy earmarks a multistakeholder-driven strategy that 
requires the virtual collective of stakeholders to competently work with complexity 
(GIZ, 2011:46). Recognising the moving parts and making recalculations are 
required for the collective not to lose bearing. ‘Collective learning’, which requires 
intuitively engaging in discourse, affords one the ability to ‘reinvent institutions’ (GIZ, 
2011:46), to actively engage role players in challenging challenge the rules of the 
game. Stakeholders are required to navigate the tectonic ‘shifts of power’ critical to 
‘deal with conflict’ (GIZ, 2011:47). Active interaction is required for ‘effective 
communication’ with all stakeholders and to uphold ‘collaborative leadership’ (GIZ, 
2011:47). 
 
2.6  Information Economics, Alternative Markets and Small Business 
Performance  
 
The local economic landscape in South Africa is critical to achieve the National 
Development Plan (NDP) 2030 objectives and its intermediate policy frameworks. 
Information will be a critical tool in enabling local economic development by 
catalysing opportunity discovery, growth and access to resources. Information 
Economics theory delves into the importance of information in the effective and 
efficient functioning of markets with growing key literature on adverse selection, 
signalling and screening. In this information market, knowledge actors play an 
important role, especially in providing flexible options for ‘knowledge generation’ 
through cross-cutting information platforms and enabling an ecosystem for 
‘continuous learning’. 
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2.6.1  Information and Knowledge 
 
Leigh and Blakely (2016:90) in the contextualisation of the New Market model under 
the local economic development in practice themes cite the importance of 
information playing the role of a resonator, informing role players on market 
prospects and market conditions. For entrepreneurs in the local economy, 
information is an important signalling and screening mechanism (Spence, 1973; 
Stiglitz, 1975). The more stakeholders get to know about the diverse entrepreneurial 
intentions; the more the social capital amassed and potential investors captured.  
 
For households in the local economy the more knowledge generated about 
commercialisation ecosystems, the better resources such as property can be 
transformed to better capture local economic business activity. Municipal assets 
such as public libraries can be reinvented to accommodate more knowledge 
activities and ensure use of public technologies, such as community Wi-Fi promote 
knowledge generation beyond time and space. 
 
Hayek in the Use of Knowledge in Society (cited by Snow, 2002) advocates that the 
uniqueness and local nature of information results in decisions being made by local 
actors. Hayek was responding to central pricing by Oskar Lange, a Polish economist, 
who was a proponent of the planned economic systems. Hayek’s view is central to 
the understanding of traditional economics, and that prices are the single most 
definition of knowledge (information) on social and environmental systems (Snow, 
2002). Further, information theory goes beyond that to highlight that non-price data 
(i.e. number of customers during summer) can be used to bolster knowledge 
(information) on markets and imply markets optimality in across-varied conditions 
(Evonomics, 2018). 
 
The data-information-knowledge continuum (Popadiuk & Choo, 2006) which 
illustrates the order and structure of information and its relationship with the human 
agency is a powerful diagrammatical illustration of the conceptualisation of the 
embodiment of knowledge (Van Geenhuizen, Rijckenberg & Nijkamp, 1997). The 
embodiment of knowledge, being critical to information economics and networks, 
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appreciates the human agency and stakeholder inputs required in achieving the 
desired benefits, in this case local economic benefits.  
 
In the endogenous growth theories knowledge is central to achieving innovation, 
productivity and economic growth. Knowledge investment in human capital is the key 
driving force to a successful and sustainable economy (Fourie & Burger, 2009). The 
human agency involvement (Popadiuk & Choo, 2006) at that level is high, focusing 
on the positive externalities and spillover effects of such a knowledge-based 
economy.  Interactive networks are important to ensure that knowledge-sharing is 
promoted and is seamless. Referring to Figure 2.2 below this forms the ‘knowledge’ 
phase on the data, information and knowledge continuum. At this stage 
economic/knowledge actors have arranged and justified why certain action is to be 
taken based on the information sets available. Growth in the economy starts at local 
economy level and local actors such as households, entrepreneurs and small 
business have an important role to play. 
 
As illustrated in Figure 2.2 below, to get to the ‘information’ phase, signals have to be 
sent out by the participants who are also knowledge actors. These signals are 
attempts to communicate or relay data communication. The receiving actor will de-
code by selecting using a set of screening criteria. This is the process of determining 
‘data’ feeding into the next process. The ‘data’ phase represents the stage when 
knowledge actors make decisions of the meaning and significance of ‘signals’. Once 
the significance has been established and noise (non-significant) data are separated 
it becomes information. 
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Figure 2.2: Data, Information and Knowledge Continuum 
 
 (Popadiuk & Choo, 2006) 
The concept of the knowledge economy initially coined by Peter Drucker in 1969 is 
now a driving force in the development of a modern economy and various initiatives 
have been centred on the knowledge and learning. Knowledge economy looks at 
how human capital can be leveraged as products or services of intellectual or mental 
effort to achieve economic and social returns or simply as knowledge productive 
assets (Amidon, Formica & Mercier-Laurent, 2005). 
 
The realisation that local economies have a strategic role to play in the growth and 
development of an economy is central to achieving inclusive and sustainable 
economic growth (Pike, et al 2006:159-174). To ensure that meaningful employment 
opportunities are created according to the prevailing strategic imperative, the 
activities within the local economy have to be documented and aligned to new 
sustainable economic strategies. This new type of beneficiation within the local 
economy will have far-reaching positive spill-overs. The Information Economics 
theory element of this technical report focuses on the role of information economics 
in contributing to ensuring local economic activity is recognised and documented; 
through selection, signalling and screening activities.  
 
Following the one-dimensional type continuum, literature presents a deep case with 
regards to the various levels of knowledge generation attainable understand the 
differences in research that leads to commercialisation (involves various sub-
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processes such as applied knowledge models on knowledge orientation initially 
observed by Stokes in 1997) (Ooms, Werker, Caniëls & Van der Bosch, 2015). 
  
Local role players such as entrepreneurs, local authorities and communities are 
knowledge actors that provide key knowledge nodes for the knowledge network. The 
knowledge nodes can be classified as entities that have stocks of knowledge with 
the capacity to connect knowledge actors through the network (Ooms, et al, 2015). 
 
Authorities across the world are increasingly realising the importance of localising 
knowledge and how critical that is to socioeconomic growth and development. The 
essential activities; the knowledge actor plays (i.e. entrepreneurs, local authorities, 
communities and universities) especially in their local economic spaces are the 
following: 
- Managing the stocks of knowledge 
- New knowledge creation and generation 
- Knowledge commercialisation 
- Education and training 
- Networking 
 
In macroeconomics theory, to increase the standard of living in the South African 
economy the impetus of development policy should focus on ensuring the local 
economy is capacitated to be a key enabler (Local Economic Development, 2017; 
Snowdon & Vane, 2005:689). To reach the NDP growth rate of above 5% and create 
11 million jobs, decisive action towards the determinants of growth is required, 
ensuring quality standard of living, human development and overall happiness in the 
economy.  
 
In the modern economy other intermediate objectives have a role to play in the 
growth and development reasoning. Interest rates, wages, prices and the quality of 
skills (knowledge) are critical to the sustained increases of income and economic 
growth (Fourie & Burger, 2009). As a qualification, growth is fundamentally 
dependent on the quality of determinants. The quality of labour innovations or 
technology has a direct relationship with skills and knowledge (Snowdon & Vane, 
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2005:162). These linkages are referred to in the endogenous growth theory and are 
aligned with the key discussion herein.  
 
The critical driving force in a knowledge economy should include partnerships 
between knowledge actors. These partnerships create an ecosystem of knowledge 
and learning that enhances the economies of scale required for growth and 
development in the local communities. New Classical endogenous growth 
overcomes the micro-foundations of exogenous growth and its focus is on the 
internal forces that contribute to growth, such as innovation, knowledge and 
development of human capital (Snowdon & Vane, 2005:162). Endogenous growth 
explains the impact of positive externalities and spillover effects as essential 
components to building a knowledge economy and leading to growth and 
development.  
 
Endogenous growth has not gone without criticism – mostly about measurability and 
empirical components (Fourie & Burger, 2009). Balanced growth has been forceful in 
the study of economics and conceptualises a growth that is possible by investing in 
multiple industries at once. Its critical component rests with productivity (Snowdon & 
Vane, 2005:608). Productivity depends on the quality of human capital and is 
developed using information, knowledge and education. Balanced Growth theory is 
mainly critiqued for its recognition of Say’s Law which new and traditional Keynesian 
economists refute (Snowdon & Vane, 2005:210). Information Economic theory plays 
an important role in characterising some issues that were long ignored by traditional 
economic fundamentals. The long-standing belief has been that knowledge is 
generated from some imaginary place and just merely included in models as a 
transaction cost (Fourie & Burger, 2009:344-345). 
 
The knowledge actors as a collective are recognised as an institution in their 
diversity by trade or industry (Ooms et al, 2015). As knowledge actors interact in a 
multistakeholder environment new knowledge is created around the efficiency and 
effectiveness of the institution of knowledge actors (Ooms et al, 2015). New rules of 
the game are created by this deep learning leading to new processes these could 
become new products and services or these could become new socio-economic 
ideals (Ooms et al, 2015). The increases in knowledge are aligned and correlated 
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with increases in the complementary skills of labour, therefore further development 
of labour is required. In this information age it is also true that for such increases in 
the stock of knowledge; investment in technology is required, therefore that is 
capital. That becomes the trade-off when it comes to business. 
 
The labour unions and the respective leaders in society are entangled in the debate 
around the impact of technology in the 21st century (4th Industrial Revolution). This is 
as a result of the significant improvements in technology, i.e. driverless cars, drones, 
machine learning, artificial intelligence, stem cell research and biotechnology to 
mention a few. How this would negatively affect labour absorption in trade and 
industry is also debated. This exponential increase in technology and its adoption 
into society has called for preemptive solutions for a looming structural global 
unemployment problem. There have been calls to embrace this fast technological 
change because of its productivity benefits. However, calls for a proportionate 
universal tax and income that addresses the technology has fuelled unemployment 
(Snibbe, 2017).  
 
The requirements to enable a knowledge economy are the promotion of information-
sharing and cooperation between knowledge and economic actors. Information plays 
an important role in ensuring that role players in any modern economy are 
interacting with fluidity and ‘rationality’. Information is important in opportunity 
discovery, growth and access to resources (for entrepreneurs and local business 
specific resources, such as development finance). Information Economics theory 
delves into the importance of information in the effective and efficient functioning of 
markets with growing key literature such as adverse selection pioneered by Akerlof 
(1970), signalling by Spence (1973) and screening by Stiglitz (1975). Entrepreneurs 
and small enterprises often have to compete for a limited pool of finance and lack of 
‘acceptable track record’ disenfranchises their opportunity to development finance; 
highlighting the concept of adverse selection. With respect to the local economy, 
could better signaling and screening of local small businesses facilitate effective and 
fluid alternative finance markets that contribute to meaningful sustainable economic 
growth and development in the local economy? 
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Following the research efforts such as the Global Entrepreneurship Monitor (GEM) 
South Africa and Tshepo One Million, better crystallised knowledge of 
entrepreneurship in South Africa remains a challenge (Van Stel et al, 2005) because 
of the complexities involved in defining and adequately measuring entrepreneurship 
including its dynamics (Davidsson, 2006). In light of the South African national 
government’s commitment to the National Development Plan (NDP) and its 
development policy building blocks, the Gauteng Provincial Government (GPG) has 
embarked on a collective programme to ensure local economic revitalisation, dubbed 
Township Economic Revitalisation (TER) Strategy. In its TER strategy document, the 
need for adaptive research and development is required (Gauteng Provincial 
Government, 2016). 
 
As part of TER strategy, the Gauteng Provincial Government called for proposals 
seeking to spearhead the establishment of a range of alternative financing 
mechanisms specialised for local economy business, namely the Township Stock 
Exchange (TSE). Entrepreneurs involved in local economy businesses are 
increasingly faced with numerous challenges, which range from lack of access to 
finance, non-financial support and strategic market information. According to 
research done by a number of small business interest groups in South Africa, such 
as the National Small Business Chamber, the access to information and finance has 
been largely highlighted as the issues encumbering these enterprises. Local 
economy businesses are created for various reasons broadly categorised into 
opportunity or necessity reasons. However, these small enterprises make up the 
bulk of the economic activity in a modern economy. 
 
Akerlof (1970:492-499), Spence (1973:35) and Stiglitz (1975: 292-295) further 
develop discussions around the varied applications of Information Economics in 
different market situations. Throughout the various applications, the authors present 
the main tenets of Information Economics as refuting the idea that information was 
simply ignored as transaction cost that had already been factored in or that had been 
treated as a special effect (Stiglitz, 2002:462).  
The comprehensive research that has evolved over the past two decades proves to 
have the capability of explaining government’s role in the modern economy 
(especially with regard to identifying the course in correcting externalities, such as 
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value concentration versus new enterprise activity in local economy sectors) (Eccles 
et al, 2002:60-63). Pursuant to the art of Narrative Economics, business consultants 
have identified the aforementioned notions under their ‘Value Reporting’ publications 
(Eccles et al, 2002:60-63). The big debate is whether new ideas (new economy 
opportunities including local economy business) should be treated as peripheral 
when they have the potential to contribute to growth and development versus old 
economy. This is already a contentious feat, but there has been considerable 
progress in ushering in the ‘New Economy’ and ways to quantify and convey 
information (about its value) albeit not enough. 
 
Stiglitz (2002) sheds insight into the tug-of-war (value malalignment) between 
investors and entrepreneurs in his work on paradigms of information economics. 
Considering the complexity of the Entrepreneurship - Information Market (inclusive of 
local economy businesses) – a systems thinking discipline can assist further study 
and understanding of hard issues in the South African environment comprising of 
capital concentrations, allocative inefficiencies (value/knowledge mismatch) 
(PriceWaterhouseCoopers, 2015), unemployment (youth unemployment) (NIDS, 
2016) and soft issues comprising of society dynamics, the perpetuation of the 
poverty cycle and social ills (Haughton and Khandker, 2009:147). These features 
characterise the local economy in the areas of interest in Johannesburg’s Township 
Regions.  
 
In order to localise knowledge and build a knowledge economy in South Africa 
education and skills development are essential. Policy should support the 
development of knowledge to enable innovation, education and continuous learning. 
Business in South Africa is spending significantly less on research and development 
– approximately 5% - than European counterparts (Blankley & Booyens, 2010). 
There are calls for government should more research and development activities.  
 
Knowledge should no longer be viewed as a homogenous product that is merely 
some transaction cost generated from an imaginary place. Knowledge has a web of 
complex connections that encompasses endogenous and diverse actions or 
activities which need to be managed (Antonelli, 2006). The issue of knowledge 
management comes to the fore. Knowledge management by knowledge actors is 
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essential to better understand local economic opportunities especially with the 
initiatives being promoted by local government as a knowledge actor. Programmes 
within the TER framework are moves by local government to play a role in building 
the knowledge economy. Knowledge actors such as residential universities, local 
firms and entrepreneurs could play a significant role in an information service in the 
local economy setting so that localised knowledge can be developed and 
coordination of resources be achieved. These are essential building blocks to 
promote opportunity discovery, screening and selection (Stiglitz, 2002) to tone down 
wastage and repetition of efforts. 
 
2.6.2  Information, Alternative Markets and Small Business Performance 
 
Information plays a role in the functioning of markets and, more specifically, in the 
context of this technical report under the LED Enterprise Development and Support 
pillar. The specific impetus is alternative financial markets for small business. A 
market can be defined as one or more networks of products or geographic locations 
were people meet virtually or physically to trade in specific goods and services 
(Baker, 2007). The market is simply a setting where commodities are bought and 
sold (Robinson, 2017). 
 
2.6.2.1  Alternative markets 
 
An alternative market would arise as a substitute to an already existing market. This 
substitute or submarket (Investopedia, 2018a) could exist for a number of reasons 
that have to do with some basic economics knowledge. Markets ought to fulfil 
allocative and production functions efficiently. This is a combination of 
goods/services highly valued by the community and these goods/services are 
produced using the best combination of resources. The dual assumption that all 
economic role players will seek to maximise their benefits and minimise their costs is 
applied. 
 
Basic knowledge of how markets function in an economy would be a basic minimum 
for the stakeholders and readers of this technical research project. For any market to 
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function information on buyers, sellers, the product itself, other related products and 
the market environment to say the least is essential for participants to make 
equilibrating decisions (reaching consensus on what price to buy or sell what 
quantities of what goods or services). For any information exchange to work data 
and information are critical. The challenge in respect of small business performance 
is to acquire the data. This opens up research opportunities, especially to identify 
enterprises capable of reaping economic benefits (i.e. profits or capital gains in the 
future) from the information disseminated to the market 
 
2.6.2.2  Information and Alternative Markets 
 
An information exchange market is taken to mean a financial or an alternative 
financial market that requires an information exchange for it to function. The basic 
information exchange is the bi-directional exchange of prices (Snow, 2002) as 
information. In the information theory context of non-price information, information 
exchange relates to small business performance. Financial markets mimic the exact 
behaviours of the information exchange the technical report explored, in this case 
alternative financial markets (Investopedia, 2018a). Alternative markets, i.e. 
alternative financial markets, are important to LED because they address the specific 
niche needs of local enterprises.  
 
Since most local enterprises are privately owned the alternative market under review 
embodies a private alternative market. The literature on equity crowdfunding models 
is of great importance because of both the micro-nature and local nature of 
crowdfunding. Private enterprises in their early stages of development have the 
ability to garner a combination of micro-contributions to assist in a series of capital 
fundraising be it for purposes of starting-up or working capital (Mabuza, 2016).   
 
Crowdfunding is a method of raising small monetary contributions as investment in 
exchange for equity or economic benefits in an enterprise or project (Microventures, 
2018). Following the advances in technology, there have been major improvements 
in the ability of people’s organisation beyond time and space (Langevoort & 
Thompson, 2012:337). The US JOBS Act 2012 paved the way for the relaxation of a 
fundamental standard in business that limited private enterprises in that they may not 
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have solicited for investments publicly. The JOBS Act 2012 provided leeway below 
predetermined thresholds to the ‘equity crowdfunding"’ fraternity for limited 
unregistered basic solicitation from private individuals via the internet (Zaza, 
2014:68). 
 
There have been various universal legislative themes introduced via the JOBS Act 
Title I through to Title III, although this technical report does not delve into them in 
detail. The arising theme globally, with most regulatory authorities is mooting more 
guidelines that promote the opening up of small capital markets while protecting the 
markets from abuse (Langevoort & Thompson, 2012:340). The regulatory 
environment around crowdfunding is evolving (UNDP, 2017), despite the cross-
cutting nature of technologies (i.e. Blockchain and Artificial Intelligence) posing some 
new concerns (Chapman, 2017). The European Union decided that regarding 
crowdfunding country-specific guidelines would be required since it is not a 
significant market (UNDP, 2017). The Middle East and Asian countries are following 
tailored approaches that are relevant for their markets (UNDP, 2017). 
 
South Africa and other advanced African economies have not promulgated any 
formal guidelines. This could be attributed to lack of critical mass to warrant 
legislation on the part of crowdfunding platforms. In the case of South Africa the 
recent changes in the regulatory structures, from the Financial Services Board 
dissolution to the Twin Peaks with regulatory oversight falling under the auspices of 
the South African Reserve Bank and market conduct oversight falling under the 
Financial Sector Conduct Authority,  are likely to spur new guidelines for small 
capital (Laubscher, 2017). 
 
Globally the equity crowdfunding market has grown significantly but it is still very 
small. In the US and UK some quarters submit the regulators should do more to 
improve access to markets by reviewing and lifting restrictions (Chapman, 2017). 
The US equity crowdfunding market boasts a total valuation of approximately 
US$173 million (ZAR 2,57 billion), which is quite small compared to more 
mainstream alternative finance sources such as angel investment US$26 billion 
(ZAR 386,4 billion) and venture capital at US$68 billion (ZAR 1 010,4 billion 
(Clarence-Smith, 2018). UK 2015 crowdfunding valuation reached £330 million (ZAR 
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6,4 billion) (Clarence-Smith, 2018). So far the US and UK crowdfunding have 
matured their operations globally to become cross-border operations. Hence this 
technical report cites the above markets as the global standard. 
 
Mabuza (2016) extensively discusses private alternative markets and identifies their 
strengths and weaknesses. Public markets – inherently because of the regulatory 
requirement for public enterprises to disclose ‘information’ – contribute to the efficient 
functioning of markets. Conversely, private markets are constrained by the 
information gaps, uncertainty and limited resources (Mabuza, 2016:17). 
 
The theory on efficient markets calls for the improvement of information 
dissemination so that economic role players are adequately informed in making 
investment decisions on stock markets (Clarke, Jandik & Mandelker, 2001). The 
Efficient Market Hypothesis (EMH), developed by Eugene Fama in 1965, sometimes 
referred to as the Random Walk Theory, bedrocks the importance of information for 
markets to flourish (Clarke et al, 2001). In the context of the New Markets Model in 
LED ,the EMH bolsters the assertion of closing information gaps to explore economic 
development in peripheral areas by exploring new ways of doing things (i.e. in the 
case of this technical report a township information market for enterprise 
development (Leigh and Blakely, 2016:90). 
 
2.6.2.3  Alternative markets and small business 
 
The information gap has remained a key hindrance for alternative investments in 
Africa (PriceWaterhouseCoopers, 2015). In the discussion above, information theory 
played centre stage to the discourse on the functioning of private markets with 
contributions from Akerlof (1970); Fama (1965), Hayek (1968), Spence (1993) and 
Stiglitz (1975). The private equity market in South Africa constitutes a ZAR 31 billion 
(US$ 2 billion) market with over ZAR 170 billion (US$11 billion) in assets under 
management (SAVCA, 2018). Since crowdfunding is still evolving, these will cross 
reference with mainstream alternative market trends in South Africa. In the LED 
context under the enterprise development and support pillar, financial and non-
financial mechanisms are essential to developing entrepreneurship (Fatoki, 
2014:752-753).  
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At the LED level, crowdfunding can be a good model it is micro-in-nature. It is a good 
complementary mechanism for future higher funding support requirements (Zaza, 
2014). Although the decision to crowdfund under the JOBS Act requires information 
disclosure, it could, if done at the incorrect phase of the business or product lifecycle 
hurt the business in future when it require successive rounds of funding (Zaza, 2014: 
70-79). Langevoort and Thompson (2013) deliberate on the attributes of the correct 
quantity of information-sharing, and the definition of publicness and how that affects 
the emerging enterprise. 
 
Crowdfunding uses social technologies, which are internet based, to provide small 
offerings to a limited public pool of private contributors or investors (UNDP, 2017) in 
private companies. The emerging characteristics of equity crowdfunding would be 
relevant for the Township Stock Exchange (TSE) which was conceptualised in the 
Gauteng Provincial Government’s Township Economic Revitalisation (TER) strategy. 
The following proves the case for a crowdfunding model for micro-enterprises to 
private limited companies (Zaza, 2014): 
- The crowdfunding model appeals to a local group of people or role players 
therefore is collective wisdom on the local environment and conditions. This 
will take effect in addressing the informational aspects and going concern 
prospects of enterprise campaigning for the crowd’s funds; 
- The crowdfunding model is often promoted from a local level and would be 
relevant in the LED and Township Stock Exchange context. It becomes 
easier to unlock social funds that are held in local saving societies. Local 
saving societies will easily identify with proposed campaigns from local 
enterprise and will identify with the plight of local entrepreneurs or 
innovators;  
- The crowdfunding model offers continuous learning opportunities through 
knowledge and information dissemination considering the crowd or user 
base is typically end user technology savvy; 
- The nature of equity crowdfunding should be disclaimed as risky to all 
stakeholders, however the cost of investing is on average reduced and 
opens up opportunities for a wider pool of contributors and investors; 
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- Crowdfunding offers great flexibility for smaller enterprises through the 
tailoring and structuring of deals. Assuming the Township Stock Exchange 
follows to a greater extent the equity crowdfunding model such as +flexibility 
(normally witnessed in private equity markets) will be required to ensure 
economic benefits are maximised.  
 
The mainstream enterprise finance market is increasingly facing competition from 
emerging alternative and shadow intermediaries empowered by advances in 
technology to offer the same services but at significantly reduced costs. The 
improvements in technology presents great benefits but have also opened the way 
for rogue technology elements such as hackers and scammers therefore presenting 
greater operating expenses (i.e. anti-spam technology and regulatory costs). 
 
Information as a signaling, screening and selection mechanism is very important for 
the development of the venture market in Africa. In the initial stages, at least minimal 
information is appreciated as a signal; the crowd will evaluate by screening and re-
signalling their interest for more information or otherwise proceed to selection. 
Considerations on enterprises that use crowdfunding campaigns for promotional and 
marketing opportunities as signals also communicate to potential partners, 
contributors and investors. The more economic role players involved, the more 
information created in relation to buyer and seller side research (Eccles et al, 2002), 
the more knowledge and insight outputs produced for alternative markets. From the 
data, information and knowledge continuum we learn the more insights outputs 
intended, the greater the human agency required or involved (Popaduik & Choo, 
2006), which also speaks to the high multistakeholder requirement for LED.   
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3  METHODOLOGY 
 
3.1 Introduction  
 
The purpose of the study was to develop an information exchange platform for 
purposes of evaluating the expectations of economic role players regarding the 
existence and performance of small business (entrepreneurship) in Soweto. As 
outlined in the previous sections small businesses are increasingly faced with 
numerous challenges which range from lack of access to finance, non-financial 
support and strategic information on their markets (Zaza, 2014).  
 
Information as a screening and signalling mechanism would work to identify and 
document local economy entrepreneurs and businesses with the ability and capacity 
to be stewards of financial and development capital. The local economy or township 
economy is a priority under the National Framework for Local Economic 
Development (LED) in South Africa and the topic of this research falls under its 
Enterprise Development and Support pillar (CoGTA, 2017).  
 
To accelerate efforts to have an inclusive economy the Gauteng Provincial 
Government has set out a Township Economic Revitalisation (TER) programme, an 
initiative aimed at rethinking and reintegrating the township into mainstream 
economic activity mainly to include previously marginalised communities to 
participate in the economics of South Africa (Gauteng Provincial Government, 2016) 
as advocated by the New Markets Model (Leigh & Blakely, 2016).  
 
The TER programme is made up of various components that address economic 
revitalisation such as harnessing the power of social capital and solidarity already 
existing in the townships through ventures like spaza shops and rotating savings and 
credit organisations (also known as stokvels). The proposed establishment of a 
Township Stock Exchange (TSE) is one such feature which could be the buttress to 
the entire TER by providing for an alternative finance and capital market. This should 
purposefully address financing and capitalisation in the township economy of 
Gauteng, South Africa. 
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The lack of information or an information platform on township enterprises is a major 
challenge. This information or information platform is meant to serve as a signalling 
mechanism to implement an equity crowdfunding market or TSE where local 
economy investors can participate in financial instruments as an alternative means of 
capital raising for small business. 
 
The research methodology section outlines the methods employed for the research, 
consistent with the purposes of the research study. Research design, questionnaire 
design, population and sampling, data collection and data analysis techniques are 
discussed in this section. 
 
3.2 Research Methodology and Design  
 
The technical research study is consistent with a formative enquiry into an existing 
policy mandate and programme, the Township Economic Revitalisation (TER) 
programme. This new development programme seeks to embark on initiatives that 
include alternative finance markets for township entrepreneurs and small business. 
 
The themes discussed are exploratory. They embody formative evaluative criteria 
that require assessments to be conducted for the purposes of developing or adapting 
programmes in order to refine and improve activities (Corey, 2011). Formative 
assessments can be conducted before (in order to formulate an appropriate 
intervention), during (monitoring and evaluation for directing and adapting the 
intended outcomes) and after (post evaluation) embarking on a specific programme 
in the formative stages. 
 
The research design was quantitative and exploratory in nature. It was exploratory 
because it involved an area of inquiry that is relatively new globally but is growing 
rapidly. It was quantitative because captured the numerical and statistical aspects of 
the study. Quantitative research is a commonly employed methodology in a variety 
of science disciplines; it provides a flexible standard for management and social 
sciences (Mukhopadhyay & Gupta, 2014:108-109). Quantitative methods often have 
to be adapted to allow the researcher sufficient space for meaningful analysis. 
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Quantitative methodology uses numerical and statistical data (Lavrakras, 2008:724-
725) which was relevant for this technical research study because of the formative 
criteria outlined. The quantitative method enabled deductive enquiry (based on the 
theories discussed) into the expectations of investment professionals regarding small 
business (entrepreneurship) performance given an information exchange platform.  
 
The research paradigm and philosophy assumed by the research under review was 
the radical humanist paradigm. By so doing it aimed at achieving an understanding 
of investment professionals’ expectations of a township equity market based on the 
research simulation in order to provide discourse on the operationalisation of the 
Township Stock Exchange (TSE). This research interrogated the status quo of 
development finance in small enterprises in the Township Local Economy using a 
subjectivist perspective. The status quo includes hard systems issues such as 
mainstream capital concentration and crowding out investments.   
 
3.2.1 Research Strategy 
 
The research strategy aimed to simulate a TSE platform by using information metrics 
from survey data on township enterprises during the TVR. This is basically the same 
way in which research on mainstream financial markets would be conducted; 
cataloguing data on all listing companies and entities. The study had the following 
two phases: 
 
Phase One:  
An exploratory exercise was carried out to collect data on high-performing small 
businesses in the local economy of Soweto and to profile the information on an 
online platform www.townshipventures.africa using equity crowdfunding/private 
equity industry standards. 
 
Questionnaire A was the signalling component (Spence, 1973). It was distributed to 
approximately 12 enterprises in Soweto, represented by owners or principal 
managers to furnish a basic biography of their entity.  
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Phase Two:  
A quantitative survey of investment professionals’ expectations regarding the small 
business profile was posted on the online platform. This was conducted using a 
second questionnaire, Questionnaire B, which was administered online and 
manually. 
 
Questionnaire B was distributed formal (belonging to an investment firm) and 
informal (operating as a sole proprietorship) investment practitioners in the 
investment industry achieving screening and selection. The investment practitioners 
viewed the biographies of township enterprises as if they were viewing them on an 
actual equity crowdfunding platform or TSE. They made assessments on the 
information disclosed and conclusively provided the researcher feedback on their 
expectations.  
 
The key mission of the research project was to achieve the minimum viable aspects 
for the TSE platform through a township ventures research. 
 
3.2.2 Questionnaire Design  
 
This technical research study, as indicated in the research strategy, administered 
two questionnaires, A and B. Questionnaire A was a profiling tool for small business 
owner/entrepreneurs based or with branches in Soweto. The questionnaire was 
designed to profile a handful of small enterprises. It was made up of three sections, a 
key person profile, business profile and team profile. 
 
The first part of the questionnaire focused on the key person(s) or entrepreneurs at 
the small enterprises. The questionnaire profiled years of experience, educational 
background and demographic information.  
 
The second part of the questionnaire focused on the business name, description, 
key activities and business strategy. Taking into account the hesitancy of private 
enterprises to disclose publicly, especially prematurely (Zaza, 2014), the 
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questionnaire profiled revenue and asset information categorised in two-year non-
identifiable ranges.  
 
The third part, related to the team members. 
 
Questionnaire B profiled investment professionals’ expectations regarding 
information about small enterprises interviewed in Questionnaire A. This information 
was professionally summarised to industry standards and presented online on an 
internet domain www.townshipventures.africa. Questionnaire B had two sections, a 
key person profile and an expectations profile.  
 
The first section of the questionnaire focused on the respondents’ profile, their 
affiliations in the investment industry and demographic information. The second part 
of the questionnaire required the respondent to view the business profiles online on 
www.townshipventures.africa. The respondents had to rank the characteristics, from 
a business model canvas (Strategyzer, 2018), which appealed to their expectations.   
 
3.2.3 Population and Sampling  
 
The technical research study was implemented in Soweto as the area of interest for 
the information on township enterprises. Consistent with the New Markets Model 
(Leigh and Blakely, 2016), for peripheral areas such as townships, information is 
critical to ensure new dispensation developments are encouraged. The South 
African investment professionals’ industry constituted the population under 
consideration. The statistical data on their expectations were key to the technical 
study’s inference.  
 
3.2.3.1 Sampling Frame 
 
The primary population of interest was sampled using probability sampling. The 
respondents of interest worked in the investment industry in the City of 
Johannesburg, which is South Africa’s and one of Africa’s financial capitals. The 
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sampling frame took into account the research objectives and the formative 
evaluative criteria. 
 
 3.2.3.2  Sample Size 
 
The primary sample size was (n=77) and the probability sampling employed 
represents the challenges regarding reliability and resources. The amount of time 
vis-à-vis resources to embark on an equally representative study means serious 
trade-offs have to be made to ensure the research process continues. Most likely the 
possibility of achieving the perfect expectation is unrealistic – such a notion could 
compromise the correctness and accuracy of results. The final sample size is a 
judgement (Saunders, Lewis & Thornhill, 2009:265) call by the researcher and 
should signify the effort capital contributed in curating the content nevertheless.  
Questionnaire A (to small businesses or start-ups): 
Inclusion criteria at the outset of the project: 
- Should originate from or operate in Soweto. 
- Small businesses with a revenue or gross asset value of between R1 000 – 
R10 million. Exemption may be given to private enterprises of symbolic 
significance that originate from or operate in the area of Soweto exceeding 
this threshold.  
- Should have been trading for more than six months. 
- Small business owner, founder or senior managers to be interviewed. 
Exclusion criteria: 
- The subjects excluded from the study were those owners or key decision-
makers of small businesses involved in mainstream franchised businesses or 
unlawful activities. 
Questionnaire B (to investment professionals): 
Inclusion criteria: 
- Investment professional based in South Africa or with an entity that has South 
African domicilium.   
- May be from mainstream or alternative financial or investment entity in South 
Africa 
Exclusion criteria: 
- Should not be involved in patent unlawful activities.  
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3.2.3.3 Response Rate 
 
The response rate is the ratio between the number of questionnaires answered 
successfully and total number questionnaires distributed (Quinlan, 2018). A high 
response rate means more data to work with and greater confidence (Quinlan, 
2018). This technical research study, achieved a response rate of 89,5% from 86 
questionnaires, the primary sample was finalised to (n=77). This was more than 
50%. The findings could therefore be generalised to the entire population of 
alternative investment professionals in South Africa from the 18% market share 
segment appropriate to small holder enterprises resulting in (N=416700) (Banking 
Association SA, 2014). 
  
3.2.4 Data Collection and Analysis 
 
Data were collected from a predetermined list of leads that were randomly selected 
to make up the primary sample. Fieldwork was allocated eight to ten weeks in total. 
Questionnaire A was conducted in five weeks. This was inclusive data collection and 
profiling. Subsequent to Questionnaire A, Questionnaire B was administered in four 
weeks.  Frequency analysis was done in SPSS statistical analysis on the primary 
sample (n=77) at confidence level 95% and confidence interval decided at 11.17.  
 
3.3 Ethical Considerations  
 
As guided by the University of Johannesburg Code of Academic and Research 
Ethics and the laws governing the access to information in South Africa. The 
following was ensured: 
- Ethical clearance correspondence was cited in all the researcher’s 
communication with stakeholders. 
- All questionnaires were administered with the pre-approval of the respondent 
involved and guided by the applicable regulations and laws. 
- All information, including contact details of respondents were stored securely 
on a trusted platform. 
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- All information and data was handled by the researcher and the approved 
parties in accordance with the above Code of Academic and Research Ethics.  
 
3.4 Limitations of Research Methodology  
 
The questionnaires were designed to achieve the most viable information exchange 
process for a sunrise research study exploring a relatively new area of enquiry.  
 
However, here were limitations, notably the following: 
- This is a new area of enquiry, with little research conducted. 
- A large dataset of investment professionals would be required over time to 
make more diverse and conclusive results. 
- Expanding into the area of enquiry requires more resources to improve on 
technology tools and survey of a broader enterprise orientation. 
- Listings of small private enterprise are more difficult to acquire because 
business owners view the survey exercise as time-wasting. 
- Listings on small private enterprise require more time to analyse to take into 
account some inherent levels of informality. 
 
As an opportunity for further research, over time a larger pool of investment 
professionals will be able to review a sizeable number of small enterprises that have 
been vetted on a number of merits, including entrepreneurship orientation. 
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4  INFORMATION EXCHANGE PRESENTATION 
 
4.1 Introduction  
 
The principal objective of the technical research project was to collect and arrange 
information of township small businesses. Standard information presentation norms 
on such information exchange platforms were applied consistent with the prevailing 
equity crowdfunding industry. The industry follows a minimum information protocol to 
give investment stakeholders adequate decision-making information. The debate on 
the publicness affects the equity crowdfunding listing candidates, owing to their 
propensity to resist disclosing too much information in the growing stages 
(Langevoort & Thompson, 2012). 
 
The Township Economic Revitalisation programme within an LED framework is one 
of the provincial government programmes that seeks to ensure new township 
enterprises and community stakeholders are informed (Gauteng Provincial 
Government, 2016). Some form of disclosure is required should entrepreneurs seek 
to successfully signal investment stakeholders (Zaza, 2014:46; Mabuza, 2016:40-
41). The basics are important to give potential investors an idea regarding enterprise 
orientation within the township economic ecosystem (Krauss et al, 2005). This 
information is important for equity crowdfunding operators to conduct due diligence 
exercises and determine an appropriate equity crowdfunding instrument going 
forward (Microventures, 2018; Mabuza, 2016:38). 
 
Due diligence information collected by an equity crowdfunding website includes legal 
form documents, proof of bank account, background on key people, and financial 
and business projections (Microventures, 2018). Ladzani (2009:220-247) gives 
exhaustive criteria when evaluating small enterprises in South Africa. The critical 
elements also speak to the common due diligence list for these miniature initial 
public offerings. (Mabuza (2016:38) and Ladzani (2009) review these elements as 
management performance enablers and feedback. 
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4.2 Information Exchange Business Profiles: Questionnaire A  
 
The technical research project applied Questionnaire A to be consistent with the 
primary objective and the research methodology. The information elements in the 
questionnaire were in line with the visual business model canvas by Strategyzer AG, 
a Swiss-based business and innovation research institute (Strategyzer, 2018). The 
information elements assisted a new market model to reinvigorate significant 
economic activity within the township economy of Soweto (Leigh & Blakely, 2016). 
The fundamental purpose of the information exchange was to provide essential 
signalling (Stiglitz, 2002) to the community and alternative investment stakeholders. 
 
Stiglitz (2002:468) provides insights into the complexities of the alternative financing 
market. Although the efficient market hypothesis conveys essential information on 
prices, this could be rigged with rigidities bearing from the cost of information 
collection. In the case of this Township Ventures Research information collection is 
costly mostly because the target entities are private and do not lightly disclose 
information. 
 
The technical report takes note of the original theoretical foundation to provide an 
alternative/new market model (Leigh & Blakely, 2016). Despite providing this 
information there are a number of scenarios in which this information exchange 
could be imperfect (Stiglitz, 2002:468). Non-perfect information can arise especially 
from the behaviour of actors (i.e. one respondent during the deployment of 
Questionnaire A, highlighted a keen interest in the township stock market but was 
concerned about the ownership structure of such a mechanism). Akerlof (1970) 
states that township market would be ‘thin’ because of the lack of information, which 
would not fulfil a new market in the township (Leigh & Blakely, 2016). 
 
Entrepreneurs and key people in small enterprises in the township know their 
potential and abilities better than people outside the community market do (Stiglitz, 
2002:469). Taking the insight that the community market has because of its local 
proximity it becomes the ‘primary wisdom of the crowd’ in an equity crowdfunding 
model. If the same community market with savings clubs – ‘stokvels’ – is to lend 
funds to investors to fund township enterprises, the wisdom of the crowd (Mabuza, 
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2016) would apply because of the locality of knowledge that the community lenders 
possess (Ibrahim, 2015:561). 
 
The community role players would seek an information exchange platform that would 
fill information gaps, which are mostly created by ’information asymmetries’ relative 
to the community diversity in the first place, internally and externally. Information 
asymmetries are created by such diversity and the quality of processes lessens the 
disparity (Stiglitz, 2002:470). The information exchange platform, Township Ventures 
Research, is an attempt to close information gaps in the potential of township small 
businesses. 
 
Stiglitz (2002:470-478) postulates important insights that inform the information 
exchange simulation project on ‘overcoming information asymmetries’ in the 
township venture market. The technical project’s dichotomy follows the process of 
collecting and disclosing information, as a pitch towards clearing information 
asymmetries (Stiglitz, 2002:470). Despite the tug-of-ideals between the individual 
benefits of disclosing information or otherwise, the township market (a new market 
model) is set to benefit more in closing information gaps. The challenge becomes, as 
reported with the Questionnaire A methodology, a process of acquiring private 
information, in which the cost benefit would be reflected in the quality of new 
enterprises catalogued and their readiness to engage alternative markets (Leigh & 
Blakely, 2016). 
 
Despite the new enterprises catalogued, the investors (this includes the local the 
community) have the role of screening these catalogues of information using local 
knowledge. Local knowledge enables the signaling of behavioural information on 
entrepreneurs’ actions to (Stiglitz, 2002:472).Ibrahim (2015:59) contends that a full 
representative equity crowdfunding platform appeals not only to local suitors but also 
to the rest of the world because of the power of the internet. Considering the 
attempts of the entire new group of enterprises to be signalled on an information 
exchange platform, entrepreneurial orientation and quality should direct investor role 
players towards partial equilibrium when screening and selecting enterprises to 
invest in. A ‘lemon market’ would exist if adequate information were not conveyed, 
resulting in sub-par. 
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4.2.1 Introduction to business profiles 
 
The business model canvas (Strategyzer, 2018) was applied in the design of 
questionnaire A, especially with the unique strategy elements conveniently used to 
select enterprises. Twelve (12) enterprises were selected for listing on the 
information exchange platform www.townshipventures.africa. These were selected 
from a wider pool of small enterprises fitting the selection criteria in section 3.2.3.2. 
 
4.2.2 Key person profile  
 
Question 2 – Years in Business 
 
The literature surveyed in the report generally categorises two types of 
entrepreneurs, viz. opportunity and necessity entrepreneurs (Davidsson, 2006). The 
enterprises’ profiles consisted mostly of registered small limited liability companies. 
The revised Companies Act 71 0f 2008 of South Africa was promulgated to make it 
easier for sole traders to formalise and to become private limited companies. More 
than 66,7% of the key persons interviewed have been in business between one and 
seven years. 
 
Question 3 – Formal Education 
 
It is often believed that better skills or education would improve entrepreneurial 
orientation and startups’ prospects in South Africa (Krauss et al, 2005). Key person 
respondents with a formal education made out 75% of the selected enterprises, 
about 8,3% had vocational training and 16,7% no training at all. The team members 
within the entity were formally and equally trained with 91,7% having both formal and 
vocational education. 
 
Questions 5, 6 and 7 – Biographical Information  
 
The researcher had limited influence on the biographical diversity because the 
enterprises were conveniently selected. All but one of the key person respondents 
were male - one entity was jointly owned by a male and female. Inferences on 
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gender participation in entrepreneurship were drawn from a township database that 
was compiled for Soweto, where the same inclusion criteria applied: 41% of the 
entities from a sample of about n=~50 000 were female-led (ResearchGo, 2015). 
However the quality and orientation of enterprises were severely limited (Krauss et 
al, 2005).  Spreading the net wider for unique female-led enterprises within Soweto 
would have yielded a better response but would have required more time and 
resources. All the respondents were black, in line with the ResearchGo (2015) 
Soweto database where 99% were black and 1% were coloured/mixed. 
 
Question 11, 12 and 13 – Promotional and Marketing Material  
 
These questions were meant to profile the respondents’ preparedness to be 
promoted free of charge on an information exchange platform. Mabuza (2016) refers 
to a group of startups that strategically use equity crowdfunding platforms for 
promotional purposes. To achieve this brand identity, the small enterprise should 
readily avail visual and digital material. All the respondents indicated their entities 
had a logo, but only 66,7% had visual, digital and print content available for 
promotional or marketing purposes. 
 
Question 16 – Industry and Orientation 
 
In Krauss et al (2005) entrepreneur orientation across various industries plays an 
important role. The TMR policy strategy seeks to employ a re-industrialisation 
approach to the township market in Gauteng, were household role players have 
been mostly consumers. This is also consistent with the Tshepo One Million generic 
data that most entrepreneurs are mostly in survivalist enterprises in the micro- retail 
space (ResearchGo, 2015). The value addition by most township enterprises is not 
as sophisticated and mostly involves end-consumer products. From the entities 
surveyed, 41,7% were involved in stage 4 value addition (right at the end-
consumer/retail) in the fashion and beauty industry consisting of apparel/garment 
tailoring. The other industry categories, represented in descending order, were 
business services/trade (25%), sports and recreation (16,7%), and automotive and 
food processing, which were tied (8,3%). The sports and recreation sector had some 
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of the most novel enterprises based on product/service orientation and 
representative value by sales. 
 
Question 17 and 18 – Business Strategy  
 
Strategy is extensively highlighted as important when it comes to growing a small 
enterprise (Mbonyane & Ladzani, 2011). Most of the key person respondents 
(91,7%) confirmed that their small enterprises had business strategies. The 
questionnaire probed business elements adapted from the business model canvas 
(Strategyzer, 2018) and how influential these elements were in the overall business 
strategy and vision of the firms. Key person respondents regarded market location 
(58,3%), understanding marketing/customer segments (66,7%) and leveraging 
revenue streams as extremely influential when crafting business strategy. The 
following features were regarded as equally important and somewhat influential but 
below extremely influential to most respondents: ownership/control of key resources 
(58,3%), skillful customer relationships (50%) and managing cost structures (50%). 
 
Question 19 and 20 – Revenue and Gross Assets 
 
Private enterprises are not obliged to disclose information (Mabuza, 2016:22); Zaza, 
2014:70) especially if the disclosures materially reveal intellectual property and trade 
secrets (Langevoort & Thompson, 2012:337). The key person respondents 
approached the revenue and gross asset section openly because of their willingness 
to rate their performance on a Likert scale of revenue and gross asset values which 
used a range of values and was not intrusive to sensitive financial data. Revenue 
values (lower rank values) averaged R264 000 per annum (2014/2015 financial 
year), R310 000 (2015/2016 financial year) and R898 000 per annum (2016/2017 
financial year). Gross asset values (lower rank values) averaged R195 900 
(2014/2015 financial year), R185 000 (2015/2016 financial year) and R329 000 
(2016/2017 financial year). To satisfy curiosity especially with regards to the 
performance of the TVR cohort, the indicative asset turnover ratio did suggest a 
profit growth potential over time. 
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Figure 4.1  Indicative Asset Turnover 
 
       Source: Author’s compilation 2018 
 
The indicative asset turnover per annum is representative of an asset turnover ratio 
which simply measures the efficiency of a business enterprise and its ability to 
generate revenue from its assets (Investopedia, 2018b). A higher asset turnover 
ratio means a business generates more sales using its existent assets employed. A 
higher asset turnover is more preferable (Investopedia, 2018b). 
 
 Question 22 – Public Raise Estimates and Rationale 
 
Despite this research project being a simulation of expectations concerning a 
proposed Township Stock Exchange or a similar market, knowledge transfers on 
how stakeholders can utilise such alternative markets for business growth need to be 
applied. The entrepreneurs and small business owners were asked if they would 
consider participating on a township stock market and for what possible reasons. 
Most of the respondents answered positively considering fundraising within the 
range of R50 000 and R4 million and above, mostly for the following reasons: 
 Raising additional capital 
 Asset finance 
 Market exposure 
 Working capital requirements 
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5  ANALYSIS: INVESTMENT PROFESSIONALS’ EXPECTATIONS 
 
5.1 Introduction  
 
Business performance analysis over and above the common yardstick metrics such 
as: revenue, costs of revenue, operating expenses, asset values, gearing and 
profits; is a highly opinionated exercise (Eccles et al, 2002). The importance of 
information is essential for a discovery process to take place, tracing through 
township enterprises with value and that can be steward of alternative financing 
(Ibrahim, 2015:583) .usually referred to as dealflow.  
 
Information plays the important role of feeding into an information exchange platform 
on which investment professionals can assess both old and new economy 
businesses. New economic businesses represent enterprises that are disrupters to 
an already existing value-chasing, providing new solutions for their stakeholders 
(Eccles et al, 2002:37–59). Old economy businesses represent traditional 
enterprises mostly in the provision of proven products or services (Eccles et al, 
2002:37-59). Value reporting in Eccles et al (2002) also gives insights on the power 
of new/alternative markets postulated in Leigh and Blakely (2016). For such markets 
to thrive information is essential and beneficial for the continuous inquiry into the real 
value of enterprises beyond ‘a solely earnings rationale’. 
 
5.2 Investment Professionals’ Profiles: Questionnaire B  
 
To obtain feedback on the information exchange simulation of an equity 
crowdfunding model, the technical research project implemented a second 
questionnaire. Its data were analysed and made out the major data for the technical 
research project. This was done because it would take years of longitudinal data 
collection to reach an acceptable threshold for analysis. . Investment professionals 
are easily accessible; the researcher factored the market size of small companies 
represented in the financial services industry, which was less than 5% of the market 
share (PriceWaterhouseCoopers, 2018). For alternative finance initiatives, such 
equity crowdfunding more buyer and seller-side research is essential for creating 
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signalling information (Popadiuk & Choo, 2006; Eccles et al, 2011). The background 
to this technical research project was the realisation that for such a TSE platform to 
work; data and information on the township enterprises to be listed was needed so 
that potential investors and participants could make informed decisions about the 
associated risks and rewards. The formative simulation research within the TVR 
established the expectations of potential investors. Further, light buyer and seller-
side research on such township equity listings was undertaken. 
 
Basic knowledge on how markets function in an economy would be required as a 
basic minimum for any participants of such exchange. Hayek postulates for any 
market to function, information on buyers, sellers, the product itself, other related 
products (Snow, 2002) and the market environment is essential for participants to 
make equilibrating decisions (reaching consensus on what price to buy or sell what 
quantities of what goods or services). 
 
5.2.1 Key Person Profile  
 
The key person respondents to Questionnaire B were from diverse professional 
backgrounds and involved in the financial services in South Africa with an 
understanding of both mainstream and alternative products. Top responding profiles 
from the total analyses sample n=77 were affiliated to technology partners (22%), 
advisory/consulting (19,5%), banking (18,2%) and investment/angel investment 
companies (11,7%). The respondent profiles were representative of a young middle 
class, working in the financial services industry in South Africa with – an average of 
one to three years’ work experience in the industry. 
 
5.2.2 Expectations Profile  
 
Question 10 – Mentions of the Top 3 Profiles by industry class (de-identified) 
 
From the information provided, investment professionals had to screen (Ibrahim, 
2015) each profile based on their expectations aligned with the industry standards. 
This discovery process allows the ‘crowd’ of professionals to sieve through the 
 60 
 
‘market lemons’ and cite the best enterprises or initiatives (Ibrahim, 2015:570-583). 
The top three sector profiles mentioned here in the higher ranks were sports and 
recreation (48,1%), food and food processing (32%), business services/trade 
(22,1%) and fashion and beauty (20,8%). 
 
Question 11 – Most Interesting Profile overall (de-identified) 
 
Investor expectations are often guided by common investment metrics such as 
revenue, assets, return on investment, product orientation and business strategy. 
From the top 3 profiles selected, the most interesting profiles were represented by 
the sports and recreation sector (19,5%) based on the information presented 
 
Figure 5.1  Most Interesting Profile overall (de-identified) 
 
 
Sports and Recreation 
 
Fashion and Beauty 
 
Fashion and Beauty 
 
Fashion and Beauty 
 
Sports and Recreation 
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       Source: Author’s compilation 2018 
 
The top de-identified profiles selected also indicated a representative cross section 
of the most common enterprise ventures embarked on by entrepreneurs and small 
business owners in townships (ResearchGo, 2015). 
 
 
 
3.8% 
2.5% 
5.1% 
7.6% 
5.1% 
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Question 12 – Most Value Perceived 
 
Responses on the most value perceived, based on the top profile selected, returned 
with value perception scores: somewhat valuable (18,2%), very valuable (63,6%) 
and extremely valuable (18,2%). There was a strong positive perception of the value 
presence within the de-identified profiles selected. 
 
 
Figure 5.2  Most Value Perceived 
 
Source: Author’s compilation 2018 
 
The delivery of information on emerging small businesses in the township was widely 
celebrated by investment professional participants. From the open responses 
regarding the platform, wider participation from entrepreneurs and small business 
owners was expected to grow the TVR database further. 
 
Question 13 – Meeting Minimum Expectations 
  
A significant neutral response (44,2%) on meeting minimum expectations was 
recorded. Close to half the respondents either agreed (39%) or strongly agreed 
(9,1%) that the information presented met their minimum expectations. The 
enterprises presented on the information exchange were not startups and exceeded 
the questionnaire revenue inclusion eligibility. Stiglitz (2002) makes reference to the 
importance of perception especially from the entrepreneur’s viewpoint. The 
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entrepreneur decides how much based on their real potential they would like to 
disclose, hence the entrepreneurs insider/behaviour information is important to 
analyse. An entrepreneur’s actions for example a decision to explore an untapped 
market can be decoded as information regarding their boldness to prospect new 
ideas and create economic potential or otherwise. 
 
 
Figure 5.3  Meeting Minimum Expectations 
 
Source: Author’s compilation 2018 
 
Business expectations are a significant determinant when it comes to private capital 
formation (Fourie & Burger, 2009). Positive (forward looking) expectations are 
positively related to capital formation overtime and the opposite is also true. 
 
Question 14 – Better informed by strategy, financials and company description 
 
In the business and economic sciences fraternity disclosure of as much materially 
significant information as possible is important (Mabuza, 2016). Do entrepreneurs or 
key business owners want to disclose since they are not obliged to? In a fast -aced 
technologically-oriented world, economic role players rely on information to make 
decisions. Zaza (2014) refers to the reluctance of emerging enterprises in disclosing 
their operations. For entrepreneurs, the key question that usually arises is about the 
timing of disclosure. This is to avoid premature disclosure and loss of future 
economic rewards based on the information at hand. The response was positive 
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regarding the information provided with 40,3% agreeing and 11,7% strongly agreeing 
about gaining better insight from the information presented.  
 
 
Figure 5.4  Better informed by strategy, financials and company description 
 
Source: Author’s compilation 2018 
 
Although 32,5% were neither informed nor uninformed, this indicates the challenge 
of private entities and publicness. This is especially the case against the backdrop of 
a changing global and technologically-oriented world with less privacy and secrecy 
(Langevoort & Thompson, 2012).  
 
Question 15 – Confidence about performance quality presented  
 
Stiglitz (2002:473) states the paradigm of disclosure, the willingness of 
entrepreneurs or their respective entities to be listed on the Township Ventures 
Research (this research project), is behavioural information, which is a form of 
disclosure. The degree of disclosure also informs role players of the entrepreneur’s 
confidence in their business operations despite the consequences of that disclosure. 
Conversely entrepreneurs could be very confident about their products and 
processes but wish to remain private, retaining much of their trade secrets or 
technological prowess. From the information profiles presented more than half felt 
positive about the performance quality presented. 
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Figure 5.5  Confidence about performance quality presented 
 
Source: Author’s compilation 2018 
 
Performance quality has quantitative and qualitative aspects. The quantitative 
aspects relate to financial metrics which can be used to compare firms across the 
same industry or different industries. The qualitative aspects relate to brand equity, 
customer loyalty and other qualitative indicators. These often translate to how well 
the firm interacts with its stakeholders within the operating environment. 
 
Question 16 – Value presented based on revenue and asset values  
 
The accounting information from enterprises always forms a critical point of 
departure in the analytical practice (Macve, 2015). In the open response or verbatim 
section of Questionnaire B there are requests for more accounting or financial 
information. More information always allows more discovery, especially into high-
value emerging businesses (Stiglitz, 2002). There is also a risk that low-value 
businesses would make up the market standard creating a lemon market (Ibrahim, 
2015; Akerlof, 1970). There are a significant number of neutral (28,6%) responses 
consistent with the open response data. Overall there is a positive view on the value 
presented.  
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Figure 5.6  Value presented based on revenue and asset values 
 
Source: Author’s compilation 2018 
As the world is becoming more interconnected through information communication 
technologies such as the internet and social media, small businesses will face 
significant pressure to improve on their disclosure of revenue and asset data. There 
is also growing interest among more successful companies to go private (Eccles et 
al, 2002). 
 
Question 17 – Positive Investment Perception   
 
The investment in private unsecure and secured equity is a new niche market that 
role players are still adapting to globally (Mabuza, 2016). The concerns surrounding 
relatively new enterprise/startup finance versus potential returns from early-stage 
investments still mars this industry’s potential with doubt (Zaza, 2014). The US JOBS 
Act was pioneering and also legislatively proactive in many ways that bolster the 
equity crowdfunding sector, allowing for potential scalable growth (Zaza, 2014; 
Ibrahim, 2015).  
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Figure 5.7  Positive investment perception   
 
 
Source: Author’s compilation 2018 
In South Africa the recent launch of the Fintech Unit at the South African Reserve 
Bank (SARB) was a positive step towards regulatory clarity and improved financial 
technology market access (SARB, 2018). The TSE would take a similar approach, in 
all likelihood, considering the niche and specialist nature of township ventures in 
Gauteng. Investment professionals are positive about their perceptions towards 
township ventures despite more data and information being requested. 
 
Question 18 – Likelihood of Investment given such a Township Stock Market   
 
If the solution in addressing information-gap market failures is an information 
exchange (towards the equity crowdfunding or stock exchange model), is that likely 
to influence the behaviour of economic role players? This discourse is elusive and its 
merits could be reserved for another essay. Stiglitz (2002:478) considers the 
motivations for gathering or not gathering information and how they influence 
efficiency. However, despite the dynamics of information-sharing, lack of information 
leads to an agency problem when it comes to unlocking value in small enterprises (in 
the form of alternative finance for growing these small enterprises) (Stiglitz, 
2002:479).  
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Figure 5.8  Likelihood of Investment given such a Township Stock Market   
 
Source: Author’s compilation 2018 
 
The likelihood of investing in township enterprises, given such an information 
exchange, is critical in ascertaining a complete expectations’ profile of the investing 
crowd (be it Soweto community-based or external investors). This question 
generated some significant negative feedback but overall the likelihood of investing 
in township ventures was 48,1% indicating likely to invest and 19,5% highly likely.  
 
Question 19 – Additional information (open-ended response)   
 
This question was included to gather as much supporting open-ended data as 
possible. The feedback (n=77) from responses was analysed for the most prominent 
words or statements from the SPSS output. Word frequency was highest for words 
such as ‘information’, ‘people’, ‘market’ and ‘financial potential’. Word frequency for 
words such as ‘expected forecasts’, ‘detailed’ ‘growth’ and ‘strategy’ was medium.  
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Figure 5.9  Open-response word cloud   
 
Source: Author’s compilation 2018   
 
Quality information has the potential to enable efficient discovery and improve 
allocative efficiencies (Stiglitz, 2002). The majority of the comments provided were 
appreciative of the disclosure and in awe of the potential of this new market 
(township market), despite the degree of disclosure (Mabuza, 2016). The feedback 
calls for detailed information on business prospects that will enable economic role 
players to ascertain this enterprise’s market potential.  
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6  CONCLUSION AND RECOMMENDATION 
 
6.1 Conclusion 
 
This section of the research report is a summary of the research purpose, the 
objectives, analysis of results and the conclusion. In pursuit of implementing an 
information exchange aligned to small business performance and determining how 
that translates into alternative financing solutions in the township economy, new 
market model solutions are postulated, as is done by Leigh and Blakely (2016). 
 
The principle step to begin the project was understanding the problem limited 
information was available and there was no information platform to serve as a 
signalling mechanism to implement an alternative financing, i.e. a township stock 
market. A stock market for the township has already been proposed by the Gauteng 
Provincial Government and its stakeholders. 
 
Recalling the research purpose, the project set out to demystify the existing 
challenge by developing an information exchange platform that lists township small 
enterprises’ information. The rationale for implementing an information exchange 
platform was to enable investment professionals to access township enterprises’ 
information and for entrepreneurs to signal to township venture stakeholders.   
 
The study objectives, which informed the research questions, were as follows: 
 Collecting and arranging information of township businesses onto a 
Township Ventures Research online platform serving as an information 
access point for investment professionals. 
 Establishing the sector categories of township business for investment 
professionals to signal back interest by their use of the Township Ventures 
Research online platform. 
 Ascertaining investable value of township business based on the 
considerations by investment professionals using the information provided 
on the Township Ventures Research online platform. 
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 Establishing the investment professionals’ perceptions towards township 
business information provided on the Township Ventures Research online 
platform. 
 
The research questions informed every detail of the data collection strategy and 
were the reason for a dual questionnaire stakeholder approach which was unique to 
this project. Questionnaire A was focused on business profiles and Questionnaire B 
was focused on investment professionals’ expectations. The data analysis was from 
investment professionals’ profiles which were developed to address the four themes, 
summarised as part of the conclusion, below. 
 
 The township businesses listed on the Township Ventures Research (TVR) 
online platform 
 
The questionnaire data were gathered and collated using an equity 
crowdfunding framework for purposes of signalling to economic role players, 
i.e. investment professionals. The TVR platform listed 12 of the 
upcoming/emerging Soweto-based entities, these were conveniently selected 
from a larger database using product or service orientation standards in 
addition to the selection criteria. 
 
 The sector categories of interest on the TVR 
 
The sports and recreation sector on the profiles presented on the TVR 
platform boasted novel services that were provided to the Soweto community 
and in one case to tourists from abroad visiting Soweto. Investment 
professionals have higher ranked interests in the following sectors: sports and 
recreation, food and food processing, business services/trade and fashion 
and beauty. Some participants requested more information (on the part of 
entities listed) and more enterprises listed (on the part of the TVR). 
 
 
 
 71 
 
 Investability, given the information provided on the TVR 
 
This theme was broken down into questions which included aspects such as 
value perception, minimum expectations met, financial data and information 
quality. Value perception starts when entrepreneurs signal their behaviour 
relative to the novelty of their idea/business (Stiglitz, 2002). Value perception 
held a very high rating, 63,6% of the profiles viewed. Information presentation 
should meet a very high standard; this is critical for efficient markets (Fama, 
1965). A near normal shaped histogram tethered more critiquing sentiments 
especially with regards to the amount of disclosure tendered by entrepreneurs 
in this version of the TVR. Despite the aforementioned, mixed expectations 
were expressed. More than 50% agreed that the disclosures were generally 
insightful. Financial accounting data are always a plus for investment 
professionals, and the revenue and asset ranges gave respondents a 
performance snippet. However, in the open responses more financial and 
business strategy data were requested. 
 
 Overall perception and likelihood of investment in a township stock market 
 
The idea of early stage investing in high potential enterprises “the anti-lemon 
market” is a sought after possibility by an economic role player even starting 
at community investor level. Investing in the township market pursuant to a 
new markets model is a positively expressed sentiment by 62,4% of the 
respondents. Should such a township market exist, most respondents would 
be interest in investing. However some required insight on how the market 
would actually work and some, owing to the new market model postulations, 
were concerned about the lack of community ownership. 
 
In conclusion, information is critical for all stakeholders to make transactional 
decisions. The economic role players’ behaviour (non-price data) is information as 
much as price data is and should be factored into decision-making. Entrepreneurs 
starting small businesses in harsh township environments with limited resources 
should be decoded as information to community role players. The TVR simulation 
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using Soweto-Johannesburg based data achieved an information exchange to 
disseminate the information and potential of a new markets model in the township 
and the possibility of a Township Stock Exchange in Gauteng South Africa. For an 
alternative finance mechanism to work, such as the Township Stock Exchange, 
information flow is needed. The rewards of collecting information have to exceed the 
search costs, at least to create efficient equilibriums. 
 
6.2  Limitations of Technical Research Project 
 
As stated in the methodology, this research project was designed to achieve the 
most viable information exchange process for a sunrise research study exploring a 
relatively new area of inquiry. Over time a larger pool of investment professionals 
can review a sizeable number of small enterprises, which have been vetted on a 
number of merits that include entrepreneurship orientation. 
 
6.3 Study Recommendations 
 
The body of knowledge that was reviewed in the enquiry reflects a changing 
narrative across the world, namely that small business finance should be taken 
seriously, despite the geographic and environmental location. Economic role players 
and stakeholders are concerned about broad and sustainable local economic 
development which obviously leads to economic growth, wealth generation and 
prosperity. Local communities should be afforded more leeway to determine their 
local economies’’ futures, hence the emergence of the glocal concept – which is 
simply globally competitive entities or innovations that are rooted in a local setting. 
The US JOBS Act brought about the realisation that in order to spur on such 
development concentrated value should be unlocked in households, firms and more 
especially big business with huge cash piles. Simple equity crowdfunding models 
that harnessed the power and bonds of community financial resource mobilisation 
using the power of the internet technology did manage to stimulate these legislative 
agendas. In South Africa, the South African Reserve Bank, which essentially is the 
full prudential authority that should monitor such innovations, launched a Financial 
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Technology Unit (Fintech Unit) to further research and bolster an enabling 
environment for alternative financing in small businesses. 
  
After conducting a simulation of such mechanisms that require an information 
exchange to properly function, the study recommends the following:  
 
 An active multistakeholder relationship involving the community stakeholders 
of Gauteng, all interested parties in South Africa, the Gauteng Provincial 
Government, the South African Reserve Bank (Fintech Unit) and all relevant 
regulators, should be established, This could ensure that the proposed 
Township Stock Exchange is owned and operated by the community in the 
spirit of the National Development Plan and Broad Based Black Economic 
Empowerment. 
 
In instances such as the Gauteng Provincial Government being limited by law 
to create registered enterprises, special purpose vehicles, such as the 
Gautrain Ownership and Operating model, should be created to adequately 
represent the community in the ownership and operating model. 
 
 The relevant South African regulators alleviate the predicament of 
entrepreneurs by not instituting more complex requirements and rules and 
regulations for equity crowdfunding which make it impossible to operate an 
equity crowdfunding website.  
 
 The Gauteng Provincial Government, local authority stakeholders, i.e. City of 
Johannesburg, relevant agencies and community stakeholders should engage 
in constructive discourse resulting in an action plan to cede more business 
and management rights to communities for purposes of operating community-
based assets such as stadiums, parks, libraries, city halls, and empowerment 
zones. During the fieldwork a noticeable example was Orlando Stadium. 
Other community assets need to be created. A sports and recreation strategy 
resulting in infrastructure developments, such as world standard hotels, 
should be considered and compiled.  
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 In line with the Township Economic Revitalisation (TER) strategy document 
more needs to be done to by bona fide stakeholders, and the provincial and 
local governments to enable street-based infrastructure development by 
community residents. Although not listed as TVR projects, the Nkhukhu Box 
enterprise model and Vilakazi Street are innovative examples of infrastructure 
revitalisation in addition to the traditional examples such as.  
 
 Potential enterprises to be profiled need to document business and financial 
information, especially media documentation on milestone company events 
etc. 
 
Pursuant to the TER strategy document the provincial and local governments 
need to declare growth zones within broader spatial special economic zones in 
the township economy area. Selective administration to deliberately allow gradual 
compliance application of regional or local laws should be put in place. One 
example is community safety; it should be visible and enforced, however not stifle 
potential economic emergence by extending historic repression. 
 
6.4 Future Research 
 
Considering the limitations discussed, this technical research report has set the 
stage for future research to be conducted and to build a robust database on 
enterprises seeking development capital, establishing their core competencies and 
channeling the overall business strategies for futurecapitalisation. This research has 
the potential to be commercialised into a full-fledged applied research institute in the 
alternative funding of local economy businesses across Africa. Such small 
businesses may not be necessarily good candidates for mainstream finance 
because of their size, but could build up profitable local track records owing to their 
niche strategy.  
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ANNEXURE A: Information Exchange Platform screenshots 
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ANNEXURE B: Questionnaires A and B 
 
JAMES MUSAKANYA 
M.COM LOCAL ECONOMIC DEVELOPMENT 
TOWNSHIP VENTURES RESEARCH 
 
30 August 2018 
 
Dear Sir/Madam 
 
RE: TOWNSHIP VENTURES RESEARCH 
We, Township Ventures Research, are undertaking a research project designed to identify; profile and 
inform the alternative investment community about township enterprises with the long term goal of 
contributing to the operationalisation research of the Township Stock Exchange. 
Taking part in this survey is completely voluntary in which you can withdraw at any time, however it 
goes without saying that your participation is of utmost importance to us and to the values of 
developing the Township Economy. The questionnaire will consist of three sections and should take 
no more than 15 minutes to complete. The researcher will be available to explain the section 
composition and the relevance of the questions.  
When completing the questionnaire please answer from your own perspective marking the 
appropriate boxes with an ‘X’ or completing in writing or typeface were required. 
 
Yours Sincerely  
 
 
 
Mr James Musakanya  
Research Project Executive  
University of Johannesburg  
School of Economics,  
Contact No. 011 559 5600 or 083 514 4834 
Email: jmusakanya@uj.ac.za 
 
SECTION A – KEY PERSON PROFILE 
1 
 
 
Name of Respondent 
(Complete appropriately in writing or typeface) 
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2 
 
 
 
 
What is your job title 
(Complete appropriately in writing or typeface) 
 
 
 
3 
 
 
 
 
 
 
Type of Affiliated Company 
 (Mark the appropriate box with an X) 
1 Banking 4 Asset Management 7 Technology Partner 
2 Treasury      5 Private Equity/Venture Capital 8 Advisory and Consulting 
3 Insurance 6 Chartered Accounting/Financial  9 Investment/ Angel Investment 
 
4 
 
 
 
 
 
How many years have you been an investment professional or in the business as an investment 
professional? 
 
1 Less than 1 year             3 4 – 7 years             5 10 – 11 years 
2 1 – 3 years                      4 8 – 9 years                   6 12+ years 
 
5 
 
 
 
 
Which age group range best describes you? 
 
1 Under 20  3 31 – 40              5 51 – 60  
2 21 - 30                      4 41 – 50                    6 61 or More 
 
6 
 
 
 
Which gender profile best describes you? 
 
1 Male 2 Female 3 Neutral 
 
7 
 
 
 
 
Which option best describes you? 
 
1 African-Black 3 African-Mixed 
Race/Coloured       
5 African-American 
2 African-White                                4 African-Indian/Asian 6 Non-African 
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8 
 
 
 
Do you have any  educational training, vocational training or no formal training: 
 
1 No Formal Training 2 Educational Training 3 Vocational Training 
 
9 
 
 
 
 
 
 
 
If you have formal training, indicate the most appropriate: 
 
0 Not Applicable 2 Undergraduate 
degree/diploma 
4 Vocational Skills 
1 Senior School 
Certificate        
3 Honours degree 5 Masters degree                       
    6 Doctoral degree                  
 
SECTION B – EXPECTATIONS PROFILE 
The following questions will require you to open an internet browser and access the following 
website which are providing your expectations feedback on: www.townshipventures.africa  
10 
 
 
 
 
 
 
 
 
 
 
 
 
 
Based on the profiles viewed on the research dashboard. If you were to invest in three 
companies based on your interest which would they be?  
(Mark three appropriate boxes with an X) 
  No 
 
Yes 
10.1 Masemene Cycles       
http://townshipventures.africa/masemene-cycles/ 
0 1 
10.2 SGOD                          http://townshipventures.africa/sgod/ 0 1 
10.3 Menspoke Atelier         
http://townshipventures.africa/menspoke-atelier/  
0 1 
10.4 Urban Skipa                 http://townshipventures.africa/urban-
skipa/  
0 1 
10.5 Soweto Outdoor Adventures 
http://townshipventures.africa/soweto-outdoor-adventures/  
0 1 
10.6 Owakhe Media             http://townshipventures.africa/owakhe-
media/   
0 1 
10.7 Suit Couture                 http://townshipventures.africa/suit-up-
couture/  
0 1 
10.8 Thesis Lifestyle            http://townshipventures.africa/thesis-
lifestyle/  
0 1 
10.9 Ledwaba X-clusive Auto    
http://townshipventures.africa/ledwaba-x-clusive-auto/   
0 1 
10.10 Walk Fresh                  http://townshipventures.africa/walk-
fresh/  
0 1 
10.11 Bathu                           http://townshipventures.africa/bathu/   0 1 
10.12 Last Drop Juice           http://townshipventures.africa/last-drop-
juice/  
0 1 
 
11 
 
 
Based on the top three company profiles viewed on the research dashboard. Which 
presentation interests you the most?  
(Mark ONLY ONE box with an X) 
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1 Masemene Cycles 2 SGOD 3 Menspoke Atelier 
4 Urban Skipa 5 Soweto Outdoor 
Adventures 
6 Owakhe Media 
7 Suit Couture 8 Thesis Lifestyle 9 Ledwaba X-clusive 
Auto 
10 Walk Fresh 11 Bathu 12 Last Drop Juice 
 
12 
 
 
 
 
 
Based on the profile you selected give a value rating between [1] to [5] were [1] is No Value 
and [5] Extremely Valuable 
 
 
1 No 
Value          
2 Little  
Value 
3 Somewhat 
Valuable 
4 Very 
Valuable 
  
5 Extremely 
Valuable 
 
13 
 
 
 
 
Based on the profile you selected were your minimum expectations met as an investment 
professional? 
  
Indicate your response for each were [1] is Strongly Disagree and [5] Strongly Agree. 
1 Strongly 
Disagree          
2 Disagree 3 Neutral 4 Agree
  
5 Strongly 
Agree 
 
14 
 
 
 
 
Looking at individual strategy elements, financials and the company descriptions are you 
better informed from the profiles of the companies?  
 
Indicate your response for each were [1] is Strongly Disagree and [5] Strongly Agree. 
1 Strongly 
Disagree          
2 Disagree 3 Neutral 4 Agree
  
5 Strongly 
Agree 
 
15 
 
 
 
 
Do you feel confident about the performance quality presented based on the profiles you 
selected?  
 
Indicate your response for each were [1] is Strongly Disagree and [5] Strongly Agree. 
1 Strongly 
Disagree          
2 Disagree 3 Neutral 4 Agree
  
5 Strongly 
Agree 
 
 
16 
 
 
 
 
Based on the profiles you selected, does revenue and/or asset value of those listed 
companies indicate value importance?  
 
Indicate your response for each were [1] is Strongly Disagree and [5] Strongly Agree. 
1 Strongly 
Disagree          
2 Disagree 3 Neutral 4 Agree
  
5 Strongly 
Agree 
 
17 Based on the profile you selected, would that selection mean positive investment perceptions?  
 
Indicate your response for each were [1] is Strongly Disagree and [5] Strongly Agree. 
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1 Strongly 
Disagree          
2 Disagree 3 Neutral 4 Agree
  
5 Strongly 
Agree 
 
18 
 
 
 
 
 
 
 
Based on the profile you selected, indicate on a scale of [1] to [5] your likelihood of investing?  
 
Indicate your response for each were [1] is Highly Unlikely and [5] Highly Likely. 
1 Highly 
Unlikely          
2 Unlikely 3 Neutral 4 Likely
  
5 Highly 
Likely 
 
19 
 
 
 
 
 
 
 
For such a platform what additional information would you expect to see?  
(Complete appropriately in writing or typeface) 
 
 
 
 
 
 
THANK YOU FOR YOUR PARTICIPATION. 
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ANNEXURE C: Ethical Clearance 
   
 
 
SCHOOL OF ECONOMICS  
 
Dear Mr. JGR. Musakanya 
 
ETHICAL CLEARANCE GRANTED FOR RESEARCH PROJECT 
 
This letter serves to confirm that that the proposed research project entitled 
“Information Exchange Market and Perfomance of Small Businesses in 
Soweto” has been granted ethical ethical clearance by the  The School of 
Economics Research Ethics  Committee, in the College of Business and Economics 
of the University of Johannesburg.  Please refer to the report below for the ethical 
clearance number and specified conditions of approval. 
 
ETHICAL CLEARANCE REPORT 
Applicant JGR. Musakanya 
Supervisor Dr. B. Maphela 
Student/staff number 201013942 
Title Information Exchange Market and 
Performance of Small Businesses in 
Soweto 
Decision date at meeting 
 
Decision at Department / School 
 
Decision at College Meeting 
 
Decision at CBE REC 
15 June 2018 
Reviewers  Dr. Bulelwa Maphela 
Ethical clearance code 2018CENLED02 
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Rating of most recent application CODE 01 
CODE 01 - Approved         CODE 02 - Approved with suggestions without re-submission 
CODE 03 - Not approved, may re-submit       CODE 04 - Not approved, no re-submission allowed 
 
RESEARCH COMPLIES 
WITH 
COMPLIANCE 
NON-COMPLIANCE / DETAILS / RECOMMENDATIONS / 
CONDITIONS OF APPROVAL 
The right to privacy, 
confidentiality and 
anonymity 
     Yes  
The right to equality, 
justice, human dignity/life 
and protection against 
harm 
Yes  
The right to freedom of 
choice, expression and 
access to information 
Yes  
Right of the community and 
science community 
Yes  
The researcher will not 
experience any harm in 
conducting the research 
Yes 
 
 
Informed consent/letters of 
request 
Yes  
 
Signatures 
 
 
 
 
 
 
Chairperson CBE REC 
 
 
2018/06/15 
 
 
Date 
 
 
 
 
 
 
 
 
